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THE  BOSTON  HOUSING  PARTNERSHIP,  INC. 


August  18,  1983 

To  Nonprofit  Community  Organizations  in  Boston: 

On  behalf  of  The  Boston  Housing  Partnership,  Inc.,  we  are  pleased  to  provide  this  Request 
for  Proposals  from  nonprofit,  community-based  organizations  for  funding  of  housing  rehabili- 
tation projects  in  Boston.   The  Boston  Housing  Partnership  is  a  coalition  of  major  private 
financial  institutions,  public  agencies,  and  community  organizations  designed  to  address  the 
problem  of  housing  deterioration  and  the  decreasing  supply  of  affordable  rental  housing 
available  to  households  with  limited  incomes.   The  Partnership  has  adopted  a  two-phase  approach 
to  these  problems:   first,  it  seeks  to  aggregate  the  financial  resources  needed  to  renovate 
deteriorated  housing  at  a  cost  within  the  means  of  low  and  moderate  income  families;  secondly, 
it  intends  to  assign  those  resources  to  community  organizations  that  want  to  operate  local 
housing  and  thus  give  stimulus  and  assistance  to  neighborhood  efforts  to  restore  and  maintain 
decent  living  conditions.   By  assembling  the  financial  resources  needed  for  a  significant 
number  of  development  projects,  the  Partnership  can,  we  hope,  simplify  and  facilitate 
neighborhood  based  revital ization  efforts. 

The  Partnership  is  currently  seeking  the  financial  resources  to  renovate  500  units  of 
deteriorated  housing  at  an  average  cost  of  $25,000  per  unit  for  acquisition  and  rehabilitation. 
It  aims  to  structure  the  financial  commitments  and  repayment  requirements  in  a  manner  which 
keeps  the  housing  affordable  by  low  and  moderate  income  households. 

There  is  the  attendant,  risk  for  both  sponsoring  organizations  and  the  Partnership  that  the 
financing  and  subsidy  currently  being  pursued  may  not  materialize.   This  uncertainty  is  not 
uncommon  in  real  estate  development;  frequently,  developers  assemble  projects  before  they  can 
know  if  financing  can  be  arranged  or  precisely  what  form  it  will  take.   The  risk  is  one  which, 
in  the  Partnership's  view,  is  not  unreasonable  at  this  time.   However,  each  sponsor  should  be 
aware  that  there  can  be  no  guarantee  of  securing  the  financial  resources  necessary  to  carry  out 
the  demonstration  program  as  described  in  this  Request  for  Proposals.   The  Partnership  intends 
to  make  every  effort  to  obtain  funding  commitments,  but  project  sponsors  will  be  preparing 
applications  substantially  at  their  own  risk. 

The  Request  for  Proposals  has  two  parts: 

1.  Requirements  for  submitting  projects  for  funding  through  the  Partnership's 
demonstration  program,  including  application  forms  that  must  be  completed  and 
additional  information  that  must  be  supplied. 

2.  A  program  handbook  that  describes  the  demonstration  program  in  as  much  detail  as 
possible  given  the  absence  of  firm  financing  commitments,  including  underwriting 
standards,  project  funding  criteria,  and  priority  evaluation  criteria  to  be  used  by 
the  Partnership.   It  also  outlines  the  financial  assumptions  which  sponsors  should 
use  in  preparing  proposals. 

The  Partnership  will  hold  an  informational  session  on  September  8  at  10:00  a.m.  in  The 
Forum  Room  on  the  5th  floor  of  225  Franklin  Street,  in  the  State  Street  Bank  Building,  Boston". 
At  this  session,  the  Partnership's  staff  and  development  consultants  will  respond  to  any 
questions  community  groups  may  have  about  the  Request  for  Proposals,  and  help  sponsors  to 
assess  whether  they  can  apply  the  demonstration  program  to  assist  projects  or  properties  that 
they  are  currently  pursuing. 

Proposal  applications  may  be  submitted  to  the  Partnership  until  the  final  due  date  of 
October  31,  1983.   It  is  the  intention  of  the  Partnership  that  applications  will  be  reviewed 
and  projects  selected  no  later  than  December  22,  1983.   Should  proposals  be  received  prior  to 
October  31,  the  Partnership  will  endeavor  to  review  them  expeditiously  and  notify  applicants  as 
soon  as  possible  whether  they  are  selected.   Proposals  should  be  submitted  to  The  Boston 
Housing  Partnership,  Inc.,  79  Milk  Street,  Suite  308,  Boston,  MA   02109. 

Should  you  wish  further  information,  please  write  to  the  Partnership's  Executive  Director, 
Bonnie  Heudorfer. 

The  Partnership  is  a  response  to  concerns  that  new  initiatives  are  needed  to  restore 
deteriorating  housing  in  Boston  and  maintain  a  supply  of  rental  housing  that  is  affordable  to 
people  of  limited  means.   The  demonstration  program  represents  a  major  commitment  of  public  and 
private  resources  toward  these  goals.   We  hope  that  you  will  consider  participating  in  this 
effort. 


Sincerely, 


cwa 


William  S. 
Chairman 
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SECTION  I 


APPLICATION  TO  BE  SUBMITTED  BY  SPONSORS 


I.l   INFORMATION  ON  PROJECT  SPONSOR 


Name  of  Sponsor: 
Address  of  Sponsor 


Contact  Person  and  Telephone  Number: 


Please  attach  a  map  indicating  the  geographical  (neighborhood)  area 
served  by  the  Sponsor. 

A.  LEGAL  STATUS  OF  SPONSOR  (Please  check  all  appropriate  boxes) 
Non-Prof  it 

For  Profit 

Tax  Exempt  501(c)(3)* 

Incorporated         Year  Incorporated  

Not  Incorporated 

*If  the  Sponsor  is  a  501(c)  (3)  corporation,'  a  copy  of 
the  IRS  ruling  or  a  copy  of  its  application  for  tax 
exempt  status  must  be  included  with  the  application. 
If  an  application  for  tax-exempt  status  is  pending, 
explain  its  legal  status.   If  an  application  has  been 
denied,  please  explain. 

B.  SPONSOR'S  GOVERNING  STRUCTURE 

1.       Explain    structure    briefly.       Please    attach    a    copy    of    the 
Articles    of    Incorporation    and    By-Laws    of    the    Sponsor. 
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2.   Please  read  Section  II. 5. A.  of  the  Program  Handbook, 

"Anticipated  Ownership  Structure."   Then  indicate  below 
whether  the  Sponsor  already  meets  the  requirements  of  a 
community  development  corporation  established  by  the 
Community  Development  Finance  Corporation  (CDFC)  as 
explained  in  Section  U.S.A.,  or  whether  the  Sponsor 
expects  that  it  could  meet  CDFC's  requirements  if  that  were 
needed  to  qualify  for  part  of  the  mortgage  financing. 


3.   Please  attach  on  a  separate  sheet  a  list  of  the  officers 
and  board  members  of  the  Sponsor  including  names, 
addresses,  telephone  numbers,  and  title  of  positions.   In 
addition,  please  provide  for  each  board  member  a  brief 
statement  of  the  individual's  occupation,  community 
involvement,  length  of  residency  in  the  community,  length 
of  involvement  with  the  Sponsor  as  well  as  a  description  of 
any  personal  involvement  with'  a  HUD,  MHFA,  EOCD  or  City 
sponsored  or  administered  housing  program. 

C.    DESCRIPTION  OF  STAFF,  PROGRAMS,  AND  COMMUNITY  ACTIVITIES  OF  THE 
SPONSOR      ~~   ~~~ 

1.   Please  provide  a  description  of  the  programs  currently 

operated  or  sponsored,  including  source  of  funding  and,  if 
appropriate,  length  of  contract. 


2.   Please  describe  the  Sponsor's  staff,  including  number  of 
staff,  whether  full  or  part-time,  whether  paid  or 
volunteer,  and  their  responsibilities. 
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Please    describe    the    Sponsor's    past    accomplishments    in 
housing    and/or    other    community    activities. 


Describe    the    extent   of    the    Sponsor's    local    support    as 
evidenced    by    the    use    of    volunteers,    number    of   members, 
letters    of    support    from    other    community    and    civic 
organi  zations . 


What    are    the    organization's    sources    of    income? 


6.       Please    indicate    whether    the    Sponsor    has    discussed    the 

Boston    Housing    Partnership    program    with    the    people    living 
in   buildings    proposed    to    be    renovated    under    this    program. 

YES         If    YES,    please    describe    the    discussions    that 

have    occurred. 

NO  If    NO,    please    describe    why    no    discussions    have 

been    held. 

NOT  APPLICABLE;  BUILDINGS  ARE  VACANT 
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7.   If  available,  please  provide  an  audited  financial  statement 
for  the  past  year.   If  this  is  not  available,  please 
provide  the  most  recent  audited  financial  statement,  if 
any,  and  an  unaudited  copy  of  last  year's  financial 
statement  including  balance  sheet  and  income  and  expense 
statement.   If  there  are  any  outstanding  financial  claims 
against  the  Sponsor  not  shown  in  the  statement,  please 
describe  separately. 


QUESTIONS  ON  PREVIOUS  HOUSING  PARTICIPATION 

1.   Has  the  Sponsor  or  any  board  member  had  any  previous 

involvement  or  financial  interest  in  any  property  proposed 
for  this  project?   For  example,  has  any  board  or  staff 
member  ever  had  an  ownership  interest  in  any  of  the 
property? 


2.   Has  the  Sponsor  ever  received  a  commitment  of  funds  from 
the  City,  EOCD,  HUD,  or  a  bank  to  undertake  a  housing 
rehabilitation,  construction,  or  acquisition  project?   If 
so,  please  explain  what  happened  to  the  project  and  its 
current  status.   If  any  commitment  of  funds  was  not 
utilized,  please  explain  why  not. 
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Does  the  Sponsor  or  any  board  member  have  a  financial  or 
ownership  interest  in  any  real  estate  which  is  now  in 
default  on  its  mortgage  (other  than  individual  board  or 
staff  members'  own  homes)?   If  so,  please  describe  fully 
the  project  and  the  reasons  for  its  financial  difficulties. 
If  the  Sponsor  has  a  financial  or  ownership  interest  in  any 
real  estate  on  which  real  estate  tax  payments  are  past  due, 
plase  describe  the  property,  amount  of  arrearage,  and 
status  of  any  settlement  being  pursued. 
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1.2   INFORMATION  ON  BUILDINGS 


PROPERTY  SUMMARY  SHEET 


Total  Units  Proposed: 


0  BR  1  BR  2  BR  3BR  4+  BR  

Name  of  Project: 

Attach  a  map  locating  the  buildings  listed. 

Amount  of       Name  of 
Building  Commercial      Current     Acquisition 

Address        #  Units       Space  (S.F.)      Owner         Cost 
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Provide  the  following  information  on  each  building  or  con- 
tiguous set  of  buildings  under  common  ownership: 

A.  IDENTIFICATION  OF  BUILDINGS 

1.  Outline  of  the  parcel  and  of  the  foundation  with  approxi- 
mate dimensions  (obtainable  from  BRA  or  Assessors  maps  or 
atlases) . 

2.  Street  address  of  all  building  entryways  and  name  of 
nearest  intersecting  street. 

3.  Number  of  units  by  bedroom  type  in  each  entry  of  each 
building . 

4.  Ward  and  parcel  number. 

5.  (3"  X  5")  Photos  of  building  front,  and  of  rear  and  side 
views  where  possible  given  the  proximity  of  adjacent 
buildings. 

6.  (3"  X  5")  Photos  of  common  areas  and  best,  worst,  and 
typical  unit  conditions. 

7.  Any  zoning  changes  or  other  changes  in  the  permitted  legal 
use  of  the  building  needed  for  the  proposed  rehabilitation 
plan. 

B.  CURRENT  OWNERSHIP,  PRICE,  AND  EVIDENCE  OF  SITE  CONTROL 

1.  Name  and  address  of  the  current  owner  of  record  of  the 
property. 

2.  Title  reference  (book  and  page)  and  a  copy  of  current 
deed.   (If  the  property  is  owned  by  the  City  of  Boston,  a 
deed  need  not  be  provided.) 

3.  Purchase  price  and  length  of  any  currently  valid  option  or 
purchase  and  sale  agreement. 

4.  Attach  evidence  of  Sponsor's  site  control.  (For  example,  a 
signed  option,  a  signed  purchase  and  sale  agreement,  a 
deed  in  Sponsor's  name,  designation  of  Sponsor  as 
developer  by  a  public  agency  or  other  reasonable  evidence 
of  the  availability  of  the  property  for  the  program.) 

C.  CURRENT  PHYSICAL  CONDITION 

Briefly  describe  the  condition  of  each  of  the  following: 
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EXTERIOR 

1.  Roof  covering  type  and  condition. 

2.  Cornice  and  exterior  woodwork. 

3.  Sills  and  lintels. 

4.  Prime  and  storm  windows. 

5.  Brickwork,  clapboards,  siding  or  other  exterior  walls. 

6.  Foundations. 

7.  Fire  escapes. 

8.  Paving  and  landscaping. 

COMMON  AREAS 

9.  Basement,  including  structural  supports  and  plumbing 
stacks . 

10.  Heat  and  hot  water  equipment  (including  approximate  age). 

11.  Amps/unit  of  electrical  service  and  metering. 

12.  Stove  type  and  metering. 

13.  Hallway  floors  and  stairs. 

14.  Hallway  lighting,  glazing,  and  entry  doors  and  locks. 

15.  Hallway  walls  and  ceilings. 

16.  Insulation  and  ventilation. 

APARTMENT  CONDITION 

17.  Floor  covering  and  condition  (esp.  bath  and  kitchen) . 

18.  Walls  and  ceiling  paint  and  plaster. 

19.  Bathroom  fixtures. 

20.  Kitchen  cabinets  and  appliances. 

21.  Stove  and  Refrigerator. 

22.  Average  number  of  electrical  outlets  per  room;  are  they  2 
or  3  prong  outlets? 

23.  Unit  fuses  or  circuit  breakers? 

GENERAL 

24.  Unusual  or  noteworthy  conditions  or  problems. 

25.  Any  lack  of  compliance  with  the  codes  listed  in  the 
Underwriting  Standards  for  the  demonstration  program  other 
than  problems  noted  above.   (See  Section  II. 3. A.  of  the 
Program  Handbook  for  a  list  of  these  codes.) 

26.  Condition  of  any  commercial  space. 

D.    DESCRIPTION  OF  PROPOSED  RENOVATION  WORK 

For  each  of  the  26  items  described  above,  outline  briefly  the 
proposed  work  plan.   If  an  item  requires  no  work,  list  the  item 
number  followed  by  the  entry:  No  Work  Required. 

This  work  plan  should  be  prepared  by  an  architect,  rehabilita- 
tion specialist,  contractor  or  other  person  knowledgeable  about 
rehabilitation  work.   If  this  is  not  the  same  professional 
proposed  in  Section  6  as  a  member  of  your  development  team, 
attach  a  resume  of  his/her  rehab  experience.   The  person  should 
sign  the  following  certification  and  submit  it  with  your 
application. 


I/we ,  ,  have  prepared  the 

proposed  rehabilitation  work  write-up  for  the 

project  based  upon  my/our 

inspection  of  the  buildings  in  the  project  and  my/ 
our  experience  in  rehabilitation  work.   In  my/our 
professional  opinion,  if  the  rehabilitation 
described  in  this  work  write-up  is  completed,  the 
buildings  will  be  in  decent,  safe  and  sanitary 
condition. 

Signed : 


Date  Name 


Title 


Organi zation 


E.    COST  OF  PROPOSED  RENOVATION  WORK 

Complete  one  copy  of  the  following  table  for  each  building  or 
block  of  buildings,  and  one  copy  summarizing  the  information 
for  all  buildings  in  the  project.   The  entries  should  represent 
the  cost  of  each  item  as  described  in  the  work  writeup.   Have 
an  experienced  design  or  construction  professional  fill  in  and 
sign  this  form.   If  this  is  not  the  same  professional  proposed 
in  Section  6  as  a  member  of  your  development  team,  attach  a 
resume  of  his/her  rehab  experience.   Please  indicate  whether 
your  estimate  assumes  payment  of  federal  prevailing  wage  rates 
and,  if  not,  what  the  estimated  increased  cost  of  compliance 
with  that  federal  requirement  would  be. 

Before  completing  Table  2-E,  please  read  the  following  sections 
of  the  Program  Handbook  for  further  information  on  the 
Partnership's  requirements  concerning  rehabilitation  work: 

•  Section  2.B.I.   "Standards  for  Development  Costs,  Including 
Rehabilitation  and  Acquisition." 

•  Section  3. A.   "Underwriting  Standards:   Standards  for  the 
Physical  Condition  of  Buildings  Upon  the  Completion  of 
Renovation ." 

•  Section  5.B.   "Further  Information  on  Rehabilitation 
Standards." 
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TABLE    2-E:       COST    OF    RENOVATION    WORK 
Building    Address: (or    Summary_ 


Unit    count:    Total 0BR IBR 2BR 3BR 4+BR 

Exterior  Cost   $/Unit  Total    Cost 


1.  Roof 

2.  Exterior  trim 

3.  Sills  &  lintels 

4.  Windows 

5.  Exterior    walls 

6.  Foundations 

7.  Fire    escapes 

8.  Paving    &    landscaping 

Common  Areas 

9.  Basement    items 

10.  Heat    and    hot    water 

11.  Electric    service 

12.  Stove    power 

13.  Hall    floor/stair 

14.  Hall   miscellaneous 

15.  Hall    walls/ceilings 

16.  Insulation    and   ventilation 

Apartment   Condition 

17.  Floors 

18.  Walls/Ceiling 

19.  Bath  fixtures 

20.  Kitchen  cabinets 

21.  Stove/Refrigerator 

22.  Outlets 

23.  Fuse  Box 

General 

24.  Miscellaneous  problems 

25.  Code  compliance 

26.  Commercial  space 

Subtotal   (Lines  1-26) 

27.  General  Requirements 

28.  Overhead  % 

29.  Profit  % 

30.  Bond  or  letter  of  credit 

31.  Building  Permit 

TOTAL 


I    have    prepared    this    cost    estimate    using    the    work    write-up   which 
precedes    it    and    based    upon  my    experience    working    on    rehabilitation 
projects.       It    represents   my   professional    judgment. 

Name: Title: 

Organization: Date: ^ 
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1.3   TOTAL  DEVELOPMENT  BUDGET 


All  sponsors  should  complete  and  submit  parts  A,  C,  E  and  F  of 
this  section  of  the  application.   If  any  building  included  in  your 
project  contains  commercial  space,  you  must  also  fill  out  Part  B. 
If  you  propose  that  your  project  have  higher  rents  than  the  standard 
rents  for  the  demonstration  program,  you  must  also  fill  out  Part  D. 


Please  read  Section  2  of  the  Program  Handbook  carefully 
before  completing  this  part  of  the  application. 


A.    SUMMARY  BUDGET  FOR  ALL  DEVELOPMENT  COSTS 

ALL  SPONSORS  MUST  COMPLETE  AND  SUBMIT  THIS  PART  OF  THE 

APPLICATION 

Please  fill  in  the  following  table  listing  all  costs  of 
developing  your  project  on  the  following  pages.   Before  completing 
this  table,  please  read  the  following  sections  of  the  Program 
Handbook  for  further  information  on  the  Partnership's  requirements 
concerning  development  costs: 

•  Section  2.   "Financing  of  the  Demonstration  Program," 
especially  part  B,  "Financial  Assumptions  to  be  Used  in 
Preparing  Applications." 

•  Section  3.D.   "Underwriting  Standards:   Financial  Standards 
for  Projects ." 

•  Section  5.C.   "Further  Information  on  Development  Costs." 
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For  the  entire  project,  fill  in  the  following  budget  form, 
TABLE  3-A:   TOTAL  DEVELOPMENT  BUDGET 


1.  Acquisition 

2.  Renovation 

3.  Construction  contingency 

(10%  of  Line  2) 

4.  SUBTOTAL  (add  lines  1^3) 

5.  Architectural,  engineering, 

inspection 

6.  Legal    and    title    fees 
Development    fees: 

7.  -      Sponsor's    cost  $ $_ 

8.  -      Consultant   cost  $ $_ 

9.  Financing    fees  $ $_ 


Per 

Unit 

Total 

$ 

$_ 

$ 

$_ 

$ 

$_ 

$ 

$_ 

$ 

$_ 

$ 

$_ 

10.  Construction    period 

taxes  $_ 

11.  Construction  period 

insurance  $ 


12.  Marketing  &  tenant 

selection  $ $_ 

13.  Relocation  $ $_ 

14.  Other  costs: 

Management    planning  $___ $_ 

Surveys  $ $. 

(List    others:) 

$ $ 

$  $■ 


15.  Contingency    for    non-rehab 

costs  $ $. 

16.  SUBTOTAL  (Add  lines  5-15)        $ $. 

17.  TOTAL  DEVELOPMENT  COST  $ $. 

(Add  lines  4  and  16) 
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COMPLETE  DEVELOPMENT  BUDGET  -  Page  2 


N.B.   •  The  renovation  cost  in  line  2  should  be  the  same  as  the 

"total  cost"  shown  in  Table  2-E:  "Cost  of  Renovation  Work." 

•  The  contingency  for  non-rehab  costs  (line  15)  must  be  a 
minimum  of  $200  per  unit. 

Please  explain  the  costs  covered  by  the  Sponsor's  development  fee 
(line  7) : 


Please  explain  the  costs  covered  by  "relocation"  (line  13) 


Please  explain  any  "other  costs"  (line  14) 
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B.    COMMERCIAL  SPACE 

If  there  is  any  commercial  space  in  the  proposed  property, 
please  describe  its  current  use  and  rents,  if  any,  and  the  proposed 
use  and  rents.   If  the  space  is  vacant  or  a  change  in  use  is 
proposed,  describe  how  the  space  will  be  marketed.   If  tenants  have 
been  identified  for  the  commercial  space,  attach  copies  of  signed 
leases  or  letters  of  intent  to  rent,  specifying  the  rent  that  they 
will  pay.   Present  an  operating  budget  for  the  commercial  space, 
showing  total  rents,  operating  costs  attributable  to  this  space 
(without  debt  service  on  the  mortgage) ,  and  net  income  after  debt 
service  based  upon  the  formula  set  forth  in  the  Program  Handbook  at 
Section  2.B.4. 
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COMPARISON  OF  ACTUAL  DEVELOPMENT  COSTS  AND  THE  PARTNERSHIP'S 
STANDARD  DEVELOPMENT  COSTS 

ALL  SPONSORS  MUST  COMPLETE  AND  SUBMIT  THIS  PART  OF  THE 

APPLICATION 


Please    complete    Table    3-C    on    the    following    page,    "Comparison    of 
Standard    and   Actual    Development    Costs."      If    this    table    shows    that 
your    project   will    cost   more    than    the    Partnership's    standard    develop- 
ment  costs    (that    is,    if    the    total    amount    shown    in    Column   G   is    a 
positive    number),    please    answer    the    following    questions. 

1 .      How  do    you   propose    to    cover    the    higher    development    costs? 

•  If    you    propose    charging    higher    than    standard    rents,    provide 
market   data    justifying    these    rents,    explain    how   the    project 
will    continue    meeting    the    Partnership's    income    policy,    and 
complete    the    table    in    Part    D. 

•  If    you    propose    operating    the    project    for    less    than    the 
standard    operating    costs,    explain    in    detail    how   you    propose 
spending    less    than    the    standard    and    still    keep    the    property 
in   good    condition,    and    complete    the    table    in    Part    E. 

•  If    you   have    another    source    of    funds    to    cover    the    costs, 
explain    it    in    detail    and    attach    evidence    of    the    commitment   of 
the    funds. 
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2.    Summary  of  funds  available  to  cover  higher  than  standard 
development  costs. 

a.   Enter  the  amount  in  Part  2,  line  c.  of  Table  3-D. 
(The  amount  of  excess  development  costs, 
if  any,  that  can  be  carried  by  higher  than 
standard  rents.)  $ 


b.  Enter  the  amount  in  Part  2,  line  c.  of  Table  3-E. 
(The  amount  of  excess  development  costs, 

if  any,  that  can  be  carried  as  a  result 

of  lower  than  standard  operating  costs.)         $_ 

c.  Enter  the  amount  of  net  income  from 
commercial  space  as  documented  in  Section  3.B. : 

$ 

Multiply  this  by  5.95  to  determine  amount 

of  excess  development  costs  that  can  be  paid 

for  by  commercial  rents:  $_ 

d.  Enter  the  amount  of  non-Partnership  grant  funds 
available  to  pay  for  excess  development  costs.    $ 

e.  Enter  the  amount  of  excess  development  costs 
that  can  be  amortized  by  a  non-Partnership 

loan.  $^ 

f.  Total  lines  a.  -  e.  $_ 

This  total  must  equal  the  amount  by  which  the 
project  development  costs  exceed  the  standard 
development  costs,  that  is,  the  bottom  line  in 
Column  G  of  Table  3-C.   Enter  this  amount:  $ 


D.    COMPARISON  OF  PROPOSED  RENTS  AND  THE  PARTNERSHIP'S  STANDARD 
RENTS 

The  following  table  3-D  should  be  filled  out  by  all  sponsors 
who  propose  charging  rents  above  the  Partnership's  standard  in  order 
to  cover  or  help  to  cover  higher  than  standard  development  costs. 
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E.    COMPARISON  OF  PROJECTED  OPERATING  COSTS  AND  THE  PARTNERSHIP'S 
STANDARD  OPERATING  BUDGET 

The  following  table  3-E  should  be  filled  out  by  all  sponsors. 
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F.    CONSTRUCTION  PERIOD  TIMETABLE  AND  ANTICIPATED  FINANCIAL  DRAW 
SCHEDULE 

ALL  SPONSORS  MUST  COMPLETE  AND  SUBMIT  THIS  PART  OF  THE 

[ kpplitk'rim 

Each  project  financed  through  the  demonstration  program  is 
expected  to  need  substantial  amounts  of  cash  from  the  time  of 
initial  closing  of  its  construction  mortgage  until  the  project  is 
completely  renovated  and  rolls  over  to  a  permanent  mortgage. 
(Initial  closing  occurs  when  the  construction  lender  and  project 
owner  formally  sign  a  loan  agreement  which  permits  the  owner  to 
begin  to  borrow  money  from  the  lender.)   These  cash  requirements 
will  be  met  from  two  main  sources:   Partnership  grant  funds  and 
construction  loans  arranged  by  the  Partnership.   In  order  to  help 
arrange  for  these  funds  to  be  available,  the  Partnership  needs  to 
make  accurate  forecasts  of  the  cash  needs  of  each  sponsor.   The 
following  questions  will  form  the  basis  for  the  Partnership's 
projection  of  cash  for  the  entire  demonstration  program.   Please 
read  the  following  instructions  carefully,  and  then  fill  in  Table 
3-F. 

1.    Schedule 

a.  Each  sponsor  should  pick  the  month  in  1984  in  which  it 
anticipates  it  will  be  ready  to  start  construction.   Leave 
enough  time  from  a  December  1983  project  selection  to  allow 
plans  and  specifications  to  be  prepared  and  the  title  work 
to  be  completed,  plus  a  month  for  underwriting  reviews  by 
lenders.   This  date  should  be  arrived  at  through  prepara- 
tion of  a  project  development  schedule,  as  described  in 
Section  6  of  the  Program  Handbook.   Enter  that  month  in  the 
column  labeled  "Month  1."   (The  Partnership  will  reserve 
the  right  to  assign  a  closing  month  based  on  its  assessment 
of  each  project's  readiness  and  the  overall  cash  flow  of  . 
the  demonstration  program,  as  described  in  Section  6  of  the 
Program  Handbook.) 

b.  Assume  that  construction  on  a  project  larger  than  30  units 
will  take  an  average  of  six  to  ten  months.   Allow  time  for 
relocation  and  phasing  of  construction  if  your  project  con- 
tains more  than  one  building.   Choose  the  number  of  months 
that  your  project  will  take  to  build.   This  brings  you  from 
initial  closing  to  substantial  completion.   Mark  that  month 
"S.C."  on  Table  3-F. 

c.  Add  two  months  at  the  end  of  your  schedule  to  get  from 
substantial  completion  of  the  work  through  cost  certi- 
fication and  underwriting  review  to  final  closing  and 
permanent  loan  take  out.   Mark  that  month  "F.C."  on  Table 
3-F. 
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2.    Costs 


a.  Fill  in  the  applicable  development  costs  from  your  "Total 
Development  Budget"  in  Table  3-A.  Enter  these  costs  in  the 
first  vertical  column  in  Table  3-F  labeled  "Project 
Totals." 

b.  Figure  out  how  much  of  the  total  amount  of  each  line  item's 
cost  you  will  need  in  each  month  from  initial  closing  to 
final  closing,  and  fill  in  each  amount.   (The  sum  of  the 
amounts  entered  in  each  month  should  equal  the  total  for 
that  line) .   These  allocations  should  be  based  on  actual 
estimates.   Presumably  site  acquisition  and  other  amounts 
due  at  initial  closing  will  be  allocated  to  month  one,  and 
other  costs  will  be  spread  through  the  construction  period 
based  upon  your  estimate  of  the  schedule  for  rehabilitation 
work . 

c.  Next  complete  the  monthly  totals. 

d.  Next  calculate  the  cumulative  outstanding  balance. 


-22- 


\ 

\ 

\, 

\ 

\ 

\ 

\, 

\ 

•^ 

CX3 

\, 

'^ 

03 

\ 

^^ 

x; 

"* 

tS    !Ji 

j-> 

00 

H    C! 

C  M 

\ 

-P  -H 

0 

H    U) 

s 

C    0 

•H  rH 

^   U 

-P 

o  cn 

(U  >H 

•1-1  (C 

0  -P 

M   0 

04  Eh 

1 

m 

c 

1-1 

C 

•H 

fO 

Cn 

0 

-P 

-P 

-P 

0)        C 

•H 

CO 

c 

U 

0 

>         -H 

-P 

0 

0 

Q) 

Eh 

•H          T3 

M 

•H 

u 

u 

x: 

-P    (U    c 

e 

W 

■p 

C 

(tJ   O   n3 

0) 

■H 

Xi 

X!    >i 

O  en 

e 

-H    C   +J 

+j 

<U    13 

fC 

(0   o 

■P 

3 

3   (0    W 

-P    CT 

x: 

x:  c 

<-t    CQ 

M 

g  H   -P 

■H    CJ 

(U 

0)   0) 

^  O 

0 

13    rO    3 

cn  <t; 

« 

P^   en 

<:  u 

u 

U  CQ  O 

•H 

. 

, 

, 

iJ 

H 

CN 

m 

■<* 

in 

^o 

-23- 


1.4   PROJECT  OPERATIONS  AND  MANAGEMENT 


A.    MANAGEMENT  QUALIFICATIONS 

1.   Identification  of  Management  Agent 
Name  


Address 


Phone  number        Contact  Person 


Please  respond  to  each  of  the  following  items  (attach 
separate  sheets  if  necessary) : 

2.  Management  Experience.   List  all  of  the  housing  properties 
which  your  organization  has  managed  or  is  currently 
managing.   For  each  property,  include  its  name,  location, 
subsidy  type,  if  any;  whether  it  is  a  family  or  elderly 
development;  whether  it  is  market  rate  housing  or  intended 
for  low  or  moderate  income  households;  number  of  units, 
bedroom  distribution,  owner's  name,  and  dates  when 
managed.   Provide  names  and  phone  numbers  of  references 
the  Partnership  can  contact  with  regard  to  each  develop- 
ment.  Indicate  whether  any  properties  currently  managed 
are  near  the  proposed  project. 

3 .  Organizational  Structure. 

(a)  When  was  the  company  founded? 

(b)  Describe  the  way  in  which  your  organization  is  set 
up.  Is  it  a  profit-making  or  non-profit  organiza- 
tion? 

(c)  List  the  names  of  the  officers  of  the  corporation. 


4.    Financial  Capacity. 

(a)   Provide  an  audited  balance  sheet  and  income  statement 
for  your  organization  for  the  last  two  fiscal  years, 
if  available.   If  not  available,  provide  an  unaudited 
financial  statement  for  last  year  including  balance 
sheet  and  income  and  expense  statement. 
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(b)  Attach  a  description  of  the  organization's  financial 
condition  including  an  indication  of  the  organi- 
zation's ability  to  carry  the  internal  expenses 
associated  with  property  management. 

(c)  Attach  a  list  of  credit  references. 

5.    Sponsor's  Role  in  Management. 

Describe  the  role  that  the  community  Sponsor  will  have  in 
management.   For  example,  under  what  conditions  will  the 
management  agent  consult  the  Sponsor  before  taking  action? 
If  the  Sponsor's  staff  will  be  responsible  for  any 
management  tasks,  describe  those  responsibilities.   If  the 
Sponsor  intends  to  create  its  own  management  capacity, 
describe  its  plans  in  detail. 


MANAGEMENT  PROGRAM 

Attach  a  management  plan  and  contract  for  a  similar  property 
currently  under  management. 

PLAN  FOR  MARKETING  AND  TENANT  SELECTION,  INCOME  MIX  AND 

INTEGRATION 

(If  there  is  not  enough  space,  attach  additional  sheets) 

1.    Describe  the  proposed  steps  to  be  taken  to  market  vacant 
units  both  at  the  time  of  initial  rent-up  and  in  the 
future,  the  priorities  and  criteria  to  be  used  in  tenant 
selection  both  at  initial  rent-up  and  in  the  future,  and 
screening  procedures.   Please  describe  the  targets  to  be 
established  for  both  racial  integration  and  income  mix. 
Before  preparing  them,  please  read  Section  2.B.5.  of  the 
Program  Handbook,  "Income  Limits,"  which  describes  the 
Partnership's  policy  on  tenant  incomes.   If  you  propose  to 
serve  a  greater  proportion  of  low  income  families  than 
required  by  that  policy,  please  describe  how  you  will  try 
to  achieve  that  goal.   Please  note  that  the  Partnership's 
objective  is  to  serve  lower  income  households  to  the 
greatest  extent  possible. 
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2.    If  there  are  existing  tenants,  describe  the  information 
program  to  be  implemented  to  inform  them  about  the 
Partnership  renovation  program  and  any  change  in 
ownership. 


D.    ANNUAL  OPERATING  BUDGET 

Please  complete  the  following  Table  D-1,  "Annual  Operating 
Budget,"  for  your  project  as  a  whole.   Please  note  that  it 
includes  the  costs  of  any  commercial  space  in  your  project, 
as  well  as  the  costs  of  running  the  housing. 

Before  filling  out  this  table,  please  read  the  following 
sections  of  the  Program  Handbook  which  contain  information 
about  operating  budgets: 

Section  2.B.2.     "Standards  for  Operating  Costs" 

Section  3.C.3.     "Underwriting  Standards:   Operating 
Budgets" 

Section  5.D.       "Further  Information  on  Project 
Management  and  Operating  Costs" 

You  should  also  fill  out  Table  3-E  in  Section  1.3  of  this 
application  to  determine  the  amount  of  funds  that  will  be 
available  to  operate  your  project,  given  the  number  and  size  of 
apartments  that  it  contains. 


-26- 


TABLE  D-1:   ANNUAL  OPERATING  BUDGET 


Cost  Per         Total       Commercial 

Item  Apartment    Residential     (if  any) 

ADMINISTRATIVE 

Payroll  cost,  incl .  taxes, 

etc.  (describe  staff  on 

page  2)  

Marketing  

Legal  

Audit  and  bookkeeping  

Office  supplies  and 

expenses  ____^   

Other  admin,  (specify)  

SUBTOTAL:   Administration  

INSURANCE 

MANAGEMENT  FEE  (specify  basis 

of  fee  on  page  2)  

MAINTENANCE 

Payroll  cost,  incl.  taxes, 
etc.  (describe  staff  on 

page  2)  

Maint.  supplies  &  materials  

Re  pa  i  r  s  

Painting    and    decorating  

Trash    removal  

Snow   removal  ZIIZZZZZIZZ 

Exterminating  

Grounds    upkeep   &    landscap'g  

Other  (specify)  

SUBTOTAL:   Maintenance 


UTILITIES  (specify  which  are  included 

in  rent  on  page  2) 

Electricity  

Oil  

Gas  

Water  and  sewer  

SUBTOTAL:   Utilities 


REAL  ESTATE  TAXES 


REPLACEMENT  RESERVE 


OTHER  (specify) 


TOTAL  ANNUAL  OPERATING  EXPENSES 
WITHOUT  VACANCY  ALLOWANCE 


ALLOWANCE  FOR  VACANCY 
AND  BAD  DEBT 


TOTAL  EXPENSES  
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TOTAL  ANNUAL  OPERATING  BUDGET  -  Page  2 

Attach  a  description  of  the  proposed  staff  for  this  project, 
including  their  positions  and  responsibilities.   Indicate  whether 
staff  will  work  full-  or  part-time  in  this  project,  and  whether  they 
will  be  based  on-site  or  elsewhere.   Describe  the  relationship 
between  staff  working  in  this  project  and  central  (or  field)  office 
staff.   Attach  resumes  of  staff  likely  to  work  on  this  project,  if 
known . 


Describe  basis  of  management  fee 


Describe  which  utilities  are  included  in  the  rent 


Describe  basis  of  replacement  reserve  if  other  than  $20  per  unit, 
per  month: 


Describe  basis  of  real  estate  taxes 
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TOTAL  ANNUAL  OPERATING  BUDGET  -  Page  3 

The  proposed  management  agent  or  the  senior  staff  person  in 
charge  of  the  Sponsor's  management  operation  should  complete  the 
following  certification: 

I/We  , ,  the  proposed 

management  agent  for  the  __^ housing 

development  certify  that  I/we  have  reviewed  the  preceding  proposed 
operating  budget  for  this  development.   In  addition,  I/we  have 
visited  the  sites  and  inspected  sample  units  and  common  areas  at 
each  site,  and  reviewed  the  work  write-up  for  the  buildings.   In 
my/our  professional  opinion,  I/we  believe  that  if  the  work  write-up 
is  executed,  the  operating  budget  provides  adequate  funds  to  manage 
and  maintain  the  housing  in  good  condition. 

Signed : 


Date  Name 

Title 
Organi  zation 
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1.5   INFORMATION  ON  OCCUPIED  BUILDINGS,  IF  ANY 


The  following  information  should  be  provided  for  all  occupied 
apartments  included  in  a  project.   Attach  additional  sheets  if 
needed . 


A.    CURRENT  OCCUPANCY  AND  RENT  LEVELS 

Apt. 

Size  -  Total  Number  Number  of 

No.  of  Number     of          Families  with    Monthly  Rent 

Bed-  of  Units  Sec.  8  or  707 


rooms 

Units 

Occupied 

Certificates 

Low 

High 

Average 

0 

$ 

/ 

/ 

1 

$ 

/ 

/ 

2 

$ 

/ 

/ 

3 

$ 

/ 

/ 

4  + 

$ 

/ 

/ 

1.   what  is  the  total  monthly  rent  roll  for  the  occupied 
apartments? 


2.   To  the  best  of  your  knowledge,  do  existing  tenants  have 
signed  leases?   For  what  term? 


3.   To  the  best  of  your  knowledge,  are  the  existing  occupants 
rent-paying  tenants?   Are  any  of  them  squatters?   Have  any 
efforts  been  made  by  the  present  owner  to  evict  any 
occupants? 


4.   To  the  best  of  your  knowledge,  please  describe  the  family 
size  of  occupants. 


5.   How  many  occupied  units  are  subject  to  the  rent  regulation 
of  the  Boston  Rent  Equity  Board? 
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Please  answer  the  following  questions  on  a  separate  sheet. 

B.  RELOCATION  NEEDS 

Will  it  be  possible  to  renovate  occupied  units  while  residents 
continue  living  there?   If  not,  attach  a  plan  for  relocating 
residents  so  that  renovation  work  can  proceed.   Indicate 
whether  residents  will  be  relocated  within  the  project  or 
elsewhere.   A  time  schedule  for  carrying  out  relocation  should 
be  included.   If  the  Sponsor  anticipates  paying  relocation 
expenses,  include  a  budget  for  these  costs  and  indicate  whether 
the  costs  will  be  paid  out  of  rental  income,  the  development 
budget  or  other  sources  of  funds  that  the  Sponsor  can  identify. 

C.  INTERIM  OPERATING  BUDGET  AND  MANAGEMENT  PLAN 

If  there  are  any  occupied  units  in  a  project,  please  attach  an 
interim  operating  budget  and  plan  for  managing  the  property 
from  the  time  of  initial  closing  of  a  construction  loan  until 
renovation  work  is  completed  and  buildings  can  be  fully 
occupied.   The  plan  should  identify  who  will  manage  the 
property  during  this  period  and  be  responsible  for  rent 
collection,  financial  management  including  bill  payment,  and 
provision  of  maintenance  services  to  residents.   The  budget 
should  identify  the  rents  which  can  be  charged  during  this 
period  and  operating  costs  which  will  be  incurred.   If  this 
budget  shows  a  deficit,  indicate  whether  the  deficit  will  be 
covered  out  of  the  overall  project  development  budget  or  other 
sources  of  funds  identified  by  the  sponsor. 
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1.6   NEIGHBORHOOD  MARKET  RENT  DATA 


Please  read  Section  2.B.3.,  "Market  Rent  Standards,"  of  the 
Program  Handbook  before  completing  this  part  of  the  application. 

What  are  the  current  rents  being  charged  for  comparable  apart- 
ments of  the  same  sizes  as  the  apartments  in  your  project  in 
the  area  around  the  proposed  project?   Please  specify  whether 
these  rents  include  utilities.   Indicate  the  source  of  the 
data.   Indicate  a  range  in  the  local  rental  charges  if  that  is 
an  accurate  reflection  of  the  market.   You  must  provide  data 
from  at  least  three  different  buildings.   Indicate  the 
locations  of  these  buildings.   (Do  not  include  subsidized 
apartments  where  tenants'  rents  are  limited  to  a  fixed 
percentage  of  their  income.) 
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1.7   DEVELOPMENT  TEAM  INFORMATION  AND  REFERENCES 

Architect/Rehabilitation  Specialist 

Name  of  Firm:   

Address : 


Telephone : 


Name(s)  of  Person(s)  having  primary  responsibility  for  this 
project : 


Sponsor's  Staff  for  this  Project 

Please  give  the  names  and  project  responsibilities  of  each  of 
the  Sponsor's  staff  assigned  to  work  on  this  project: 


DEVELOPMENT  CONSULTANT 

Name  of  Firm:   

Address : 


Telephone : 


Name(s)  of  Person(s)  having  primary  responsibility  for  this 
project : 


Contractor 


Name  of  Firm: 
Address : 

Telephone : 


Name(s)  of  Person(s)  having  primary  responsibility  for  this 
project : 
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Legal  Counsel 

Name  of  Firm:   

Address:        

Telephone: 

Name(s)  of  Person(s)  having  primary  responsibility  for  this 
project : 


In  addition  to  the  above  information,  please  include  corporate 
and/or  individual  resumes  for  each  of  the  above  members  of  the 
development  team.   The  resumes  should  include  a  description  of 
relevant  prior  experience,  name  of  project,  type  of  work,  scope  of 
work,  location,  number  of  units,  and  a  reference  contact  person  for 
each  job  (include  address  and  phone  number  for  each  reference) . 
This  information  should  also  be  provided  for  any  member(s)  of 
Sponsor's  staff  who  will  have  major  responsibility  for  implementing 
the  project. 

If  development  planning  and  coordination  will  be  shared  between 
the  Sponsor's  staff  and  a  consultant,  please  describe  in  detail  the 
division  of  responsibilities  between  them. 
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1.8       NEIGHBORHOOD    CONTEXT   AND    INFORMATION 


A.         Identify   on    a    neighborhood   map    the    location   of    all    buildings    in 
the    proposed    project.      Also    indicate    the    uses   of   adjacent 
property.      Also    identify    the    location    of    the    following: 
shopping,    schools,    parks,    transportation,    and    other    services. 


B.         Describe    land    uses    and    general    condition   of    the    area 

surrounding    the    buildings    in    the    project.      Describe    any   natural 
or   man-made    abnormal    noise,    air    pollution,    flooding,    proximity 
to    toxic    waste    disposal    site,    vandalized    vacant    property,    etc 


C.         Describe    the    impact    that    this    project    will    have   on    the    neigh- 
borhood.      For    example,    will    this    project    restore    deteriorating 
housing,    provide    a    focus    for    neighborhood    improvement,    protect 
the    availability   of    low   income    housing,    etc.? 
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D.    Is  the  project  located  within  a  historic  district?   Have  any  of 
the  buildings  received  designation  as  historic  property  (list 
any  such  buildings  by  address)?   In  your  opinion,  are  any  of 
the  other  buildings  eligible  for  designation  as  historic 
property? 


U 
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SECTION  II 


DEMONSTRATION  PROGR?lM  HANDBOOK 


II.   DEMONSTRATION  PROGRAM  HANDBOOK 


II.l   INTRODUCTION 


A.    DESCRIPTION  OF  THE  BOSTON  HOUSING  PARTNERSHIP,  INC. 

The  Boston  Housing  Partnership,  Inc.  is  a  new  nonprofit 
corporation  in  Boston  that  has  been  established  by  business  leaders, 
City  officials  and  community  organizations  to  turn  around  and  save 
deteriorating  housing  in  the  city.   The  goals  of  the  Partnership  are 
to: 

•  Promote,  organize  and  manage  programs  that  can  salvage 
declining  and  abandoned  housing  and  convert  it  into 
decent,  affordable  housing  for  low  and  moderate  income 
families . 

•  Mobilize  funding  and  other  resources  from  the  business 
community,  government  agencies,  and  neighborhood  based 
organizations  so  that  the  public  and  private  sectors 
attack  housing  problems  jointly. 

•  Identify  and  implement  effective  methods  of  interrupting 
the  cycle  of  decay  and  abandonment  so  that  Boston's 
housing  stock  is  preserved. 

Or ig  in.   The  Boston  Housing  Partnership,  Inc.  evolved  from 
discussions  during  late  1982  among  a  number  of  groups  and 
individuals  who  shared  a  common  concern  about  deteriorating 
housing  in  Boston.   Many  of  these  people  were  involved  with  Goals 
for  Boston,  a  consortium  of  public  officials,  private  business 
leaders  and  representatives  of  neighborhood  organizations  called 
together  by  the  Chairman  and  President  of  State  Street  Bank  and 
Trust  Company,  William  S.  Edgerly,  to  define  and  support  positive 
achievable  goals  for  the  city  during  the  next  five  years.   These 
community  leaders  were  gravely  concerned  about  the  shortage  of 
decent  and  affordable  rental  housing  in  Boston  in  the  face  of 
escalating  demand.   They  saw  that  in  strong  market  areas  of  Boston, 
moderately  priced  rental  housing  was  being  lost  to  higher  priced 
condominium  conversions,  while  in  weak  market  areas  lower  cost 
rental  housing  was  being  lost  to  abandonment.   There  was  widespread 
concern  that  the  number  of  buildings  being  abandoned  each  year  is 
growing,  yet  there  is  no  effective  program  to  combat  abandonment, 
given  the  complex  economic  pressures  behind  it. 

During  the  last  decade  in  Boston,  some  20,000  housing  units 
were  abandoned.   Public  funds  were  used  to  demolish  over  10,000  such 
units,  and  a  similar  number  was  totally  rehabilitated  and  rerented 
under  federal  subsidized  housing  programs,  such  as  the  Section  8 
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program.   But  with  the  elimination  of  deep  subsidy  programs  by  the 
Reagan  administration,  the  largest  public  catalyst  for  intervening 
in  the  dynamic  of  abandonment  is  gone.   And  the  economics  which  lead 
to  abandonment  make  it  virtually  impossible  for  the  private  sector 
alone  to  intervene  effectively  in  the  process. 

Objectives.   The  initial  discussions  about  the  Partnership 
called  for  linking  together  the  City,  Boston-based  financial 
institutions,  state  agencies  and  a  variety  of  community  organiza- 
tions.  It  was  felt  that  this  new  collaborative  organization  could 
harness  the  resources  and  experience  of  all  parties  involved  to 
develop  strategies  and  programs  to  combat  housing  disinvestment  and 
decay.   The  Boston  Housing  Partnership,  Inc.  was  conceived  as  an 
action  organization  that  would  figure  out  how  to  intervene 
effectively  in  local  housing  markets  in  order  to  retain  or,  where 
needed,  re-create  affordable  housing  for  low  income  people  since 
they  are  the  households  most  likely  to  be  displaced  when  housing  is 
abandoned . 

The  Partnership  anticipates  that  it  will  look  at  a  number  of 
ways  of  supporting  housing  in  Boston.   For  example,  it  intends  to 
examine  how  the  City's  process  of  foreclosure  on  tax  delinquent 
properties  might  be  expedited  and  directed  to  encourage  the  prompt 
reuse  and,  if  needed,  restoration  of  such  buildings.   It  also  wants 
to  work  with  other  concerned  organizations  to  define  ways  that  small 
residential  buildings,  one  to  three-family  houses,  can  be 
effectively  maintained. 

B.    THE  DEMONSTRATION  REHABILITATION  PROGRAM 

The  Partnership's  first  major  initiative  is  this  demonstration 
program  to  rehabilitate  500  units  of  deteriorated  housing  and  return 
them  to  the  market  for  low  and  moderate  income  tenants  over  a  period 
of  18-24  months.   The  program  goal  is  to  have  community  based  non- 
profit organizations  as  the  sponsors  of  renovation  projects  running 
from  approximately  30  to  100  units  in  size.   This  initial  program  is 
targeted  to  buildings  which  can  be  acquired  and  restored  for  an 
average  of  approximately  $26,000  per  unit.   This  financial  parameter 
is  set  in  order  to  make  limited  financial  resources  stretch  as  far 
as  possible.   It  means  that  the  properties  initially  restored  by  the 
Partnership  are  likely  to  be  buildings  that  are  on  the  way  down,  but 
may  not  yet  be  totally  abandoned. 

The  Partnership  believes  that  a  number  of  long  range  benefits, 
beyond  the  production  of  500  units  of  decent,  affordable  housing, 
will  come  from  the  demonstration  program.   The  Partnership  intends 
to  use  it  to  attack  institutional  impediments  to  housing  restoration 
which  trouble  the  City  of  Boston's  tax  foreclosure,  tax  title  and 
property  disposition  procedures.   Property  owners  sometimes  exploit 
lax  real  estate  tax  collection  and  foreclosure  procedures,  by 
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failing    to    pay   their    taxes    and    unjustly  maximizing    their    income    for 
long    periods   of    time.      Timely   action   on    the    City's   part   can    either 
ensure   more    fiscal    responsibility  by   current    property  owners   or    else 
can    take    the    property   away   from    them    and    turn    it   over    to   more 
responsible   owners.       In    the    past,    the    City   has   often   been    reluctant 
to    take   control    of    tax    delinquent   property   because    it    is   not 
organized    to    provide    extensive    property  management    services,    but    the 
Partnership    is    creating    new  procedures    for    transferring    the    property 
to    alternative,    community-based   owners. 

A   second    long-term   benefit    sought    by   the    Partnership    is 
increased    willingness    in   local    banks    to    finance   community-based 
housing    and    development    projects.      Through   their    participation    in 
the    Partnership's   demonstration    program,    it    is    expected    that    Boston 
banks    will    develop   greater    capacity   to    assess    community   sponsored 
projects.       In    addition,    they   will    become    acquainted    with   a   number   of 
specific    neighborhood    organizations   which   can    then    build    upon    the 
relationships    established    through    the    Partnership. 

Third,    participation    in    the    demonstration   program   will    augment 
the   capacity  of    community   organizations    to    plan    for    and   manage 
significant    resources.      They   will    then    be    in    a    strengthened    position 
to    take   on    further    community   development    projects.      Thus,    the 
Partnership   hopes    not   only   to    restore   500   units   of   housing    for    low 
and   moderate    income    families,    but    also    to    create    new    institutional 
patterns   of    support    for    affordable    housing    and    community   participa- 
tion   that    will    endure    beyond    this    initial    demonstration    program    and 
that   can    be   duplicated    in    other    cities. 

Technical   Assistance   and   Assistance    in   Dealing   with   Public 
Agencies.      The   demonstration    program    is    an    ambitious    program,    with 
short    timetables.      Early    in    the   discussion   of    the    program    it   became 
evident    that    if    the    Partnership   wanted    to    assist    housing    sponsored 
by   community   organizations    rather    than   by    professional,    for-profit 
development    businesses,    potential    community   sponsors   would    need 
access    to    the    technical    know-how   that    enables    private   developers    to 
assemble    property   and    complete   development    prosposals.      Therefore, 
the    Partnership   decided    to    retain   Greater    Boston    Community   Develop- 
ment,   Inc.    (GBCD)    a   private    non-profit    technical    assistance 
organization   with   an    18    year    track    record    in    helping    community 
groups    successfully   to    develop   and   manage   housing.      GBCD's    role    is 
two-fold:      first,    it    is    helping    the    Partnership   to   develop   the 
detailed    financial    plan    for    the    demonstration   program    and  _,    second, 
it    is    providing    development    services    to    interested    community 
organizations . 
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Between  now  and  the  time  that  community  organizations  submit 
proposals  to  the  Partnership,  the  Partnership  will  cover  the  cost  of 
GBCD's  technical  assistance,  so  that  organizations  can  concentrate 
their  energies  on  developing  viable  proposals  without  having  to 
scramble  for  funds  to  cover  initial  assistance.   Given  the  limits  of 
the  Partnership's  own  resources,  GBCD's  services  will  be  constrained 
by  the  amount  of  funding  that  the  Partnership  can  provide.   Within 
this  constraint,  GBCD's  objective  is  to  help  develop  the  largest 
possible  number  of  feasible  proposals  that  meet  the  Partnership's 
guidelines.   In  addition,  the  Partnership  will  have  limited  funds 
available  to  cover  other  out-of-pocket  costs  of  sponsors  during  this 
stage  as  further  described  in  Section  II. 6  of  this  handbook.   Once 
groups  are  selected  for  funding  by  the  Partnership,  further 
technical  services  —  whether  provided  by  GBCD,  other  consultants, 
or  sponsor's  staff  —  will  need  to  be  covered  out  of  the  development 
budget  for  a  project. 

Based  upon  a  preliminary  review  of  buildings  in  Boston  that  may 
be  candidates  for  rehabilitation  through  the  demonstration  program, 
the  Partnership  believes  that  many  likely  buildings  may  now  be 
encumbered  with  public  liabilities  such  as  delinquent  taxes  or 
delinquent  water  and  sewer  bills.   While,  on  the  one  hand,  these 
are  liabilities  that  must  be  discharged  before  property  can  be 
successfully  restored,  they  also  offer  an  opportunity  for  public 
intervention  to  assist  in  obtaining  control  of  property.   The 
Partnership  intends  to  work  closely  with  the  City  of  Boston  to 
determine  both  how  the  discharge  of  these  liabilities  can  be  handled 
as  expeditiously  as  possible,  and  also  whether  the  tax  foreclosure 
process  can  be  expedited  for  buildings  in  the  program  so  that  they 
can  be  acquired  on  a  timely  basis,  at  reasonable  costs.   City 
officials  have  said  they  will  work  closely  with  the  Partnership  to 
identify  publicly  owned  buildings  and  buildings  with  extensive  tax 
arrears  that  might  be  renovated  through  the  demonstration  program 
and  then  to  figure  out  how  the  City  might  expedite  the  acquisition 
of  these  buildings  by  potential  community  sponsors.   This  evidence 
of  City  support  is  a  demonstration  of  the  public/private  cooperation 
which  is  vital  to  the  success  of  the  Partnership's  program. 
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II. 2   FINANCING  OF  THE  DEMONSTRATION  PROGRAM 


A.    ANTICIPATED  FINANCING  ARRANGEMENTS  FOR  THE  DEMONSTRATION 
PROGRAM 

The  Partnership  is  assuming  responsibility  for  obtaining 
commitments  for  the  financing  needed  to  renovate  housing  through 
the  demonstration  program.   It  is  assuming  this  responsibility  in 
order  to  save  community  groups  the  need  to  identify  project 
funding,  so  long  as  their  renovation  projects  fall  within  the 
financial  constraints  of  the  program.   It  is  attempting  to 
assemble  four  major  types  of  financing  in  order  to  bring  the 
costs  of  renovated  buildings  down  to  a  point  where  they  can  be 
afforded  by  households  with  low  and  moderate  incomes.   These  are: 

1  -  construction  and  permanent  mortgage  financing  _ 

2  -  rental  and/or  mortgage  interest  subsidies  from 

state  or  federal  sources 

3  -  grants  from  the  City,  foundations  and  corporations 

to  cover  a  portion  of  development  and  renovation 
costs,  including  grants  to  cover  front-end 
development  expenses  incurred  before  projects  begin 
to  be  rehabilitated 

4  -  syndication  proceeds,  that  is,  the  structuring  of 

limited  dividend  partnerships  to  hold  the  formal 
ownership  interest  in  each  project  in  order  to 
obtain  equity  funds  in  the  form  of  limited  partner 
capital  contributions. 

Each  of  these  four  parts  of  the  financing  package  is  dis- 
cussed below.   The  financing  assumptions  which  should  be  used  in 
preparing  applications  are  discussed  in  Section  B.   It  should  be 
stressed  that  the  financial  arrangements  described  here  are 
preliminary  ones.   The  Partnership  has  discussed  them  with 
agencies  and  institutions  whose  support  is  sought,  but  firm 
commitments  have  not  yet  been  obtained.  Therefore,  it  is  possible 
that  the  structure  of  the  financing  for  projects  in  the  demon- 
stration program  may  change.   If  and  when  changes  become  final, 
potential  sponsors  will  be  informed  about  them,  particularly  if 
they  affect  any  of  the  financial  assumptions  that  sponsors  should 
use  in  assembling  proposals.   Because  all  of  the  financing  is  not 
yet  firmly  committed,  groups  preparing  proposals  should  be  aware 
of  the  risks  that  the  financing  may  change  or  not  be  fully 
assembled . 

Sponsors  should  also  be  aware  of  the  need  for  each  of 
various  of  the  sources  of  financing  to  assure  that  certain 
requirements  for  that  financing  are  met.   Specific  restrictions 
are  described  herein  where  relevant.   In  general,  mortgage 
lenders  and  equity  investors  alike  —  and  to  some  extent  the 
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Partnership  as  a  conduit  for  these  resources  —  will  require  that 
projects  meet  their  financing  obligations  and  have  sound  manage- 
ment for  the  life  of  the  financing.   In  the  event  a  project 
defaults  on  these  obligations,  sponsors  run  the  risk  of  losing 
ownership  or  management  control  over  the  property.   The  Partner- 
ship expects  to  maintain  some  reserve  funds  to  enable  it  to 
assist  sponsors  in  meeting  these  requirements  and  making  other 
arrangements  for  long-term  management  if  necessary  should 
problems  arise  and  Greater  Boston  Community  Development,  Inc.  is 
expected  to  be  available  to  be  of  assistance  in  that  effort  if 
necessary. 

1.    Construction  and  permanent  mortgage  financing 

The  Partnership  is  working  to  structure  construction 
and  permanent  financing  for  the  demonstration  program  to 
take  advantage,  where  possible,  of  the  lower  mortgage 
interest  rates  available  through  public  agencies  that  can 
offer  tax-exempt  financing  through  sale  of  notes  and  bonds 
to  private  investors.   Typically  such  agencies  can  offer 
mortgage  financing  at  approximately  two  percent  less  than 
the  rates  that  can  be  obtained  from  private  financial 
institutions  such  as  banks,  savings  and  loan  associations, 
and  insurance  companies.   The  Partnership  is,  therefore, 
working  to  arrange  part  of  the  mortgage  financing  for  the 
demonstration  program  through  the  Massachusetts  agencies 
that  can  offer  tax-exempt  rates,  particularly  the 
Massachusetts  Government  Land  Bank,  Community  Development 
Finance  Corporation  (CDFC) ,  and  Massachusetts  Housing 
Finance  Agency  (MHFA) .   It  is  also  hopeful  of  utilizing  the 
Federal  National  Mortgage  Association  so  that  access  to  the 
secondary  mortgage  market  may  be  provided.   The  participa- 
tion of  Boston  banks  and  financial  institutions  will  also  be 
sought,  potentially  as  originator  of  mortgages  which  are 
sold  in  the  secondary  market  through  FNMA  or  as  issuers  of 
letters  of  credit  backing  tax-exempt  revenue  bonds.   No 
commitments  have  at  this  time  been  made,  but  a  number  of 
alternatives  consistent  with  the  financial  parameters  set 
forth  herein  are  being  pursued. 

It  is  now  anticipated  that  a  typical  project  funded 
through  the  demonstration  program  would  have  total  develop- 
ment costs  of  approximately  $30,000-32,000  per  apartment, 
but  that  only  about  $20,000-24,000  of  this  amount  would  be 
financed  through  a  mortgage.   The  remainder  would  be  covered 
by  grants  and  equity  financing,  as  explained  in  more  detail 
later  in  this  section. 

2.    Rental  and/or  mortgage  interest  subsidies 

The  Partnership  is  assessing  various  ways  of  combining 
rental  and  mortgage  interest  subsidies  with  mortgage 
financing  to  create  housing  affordable  by  low  and  moderate 
income  families.   Among  the  likely  sources  of  such  assis- 
tance are  a  proposed  new  program  of  state  mortgage  interest 
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assistance,  the  Massachusetts  Section  707  rental  assistance 
program,  or  the  federal  Section  8  program  for  either  exist- 
ing housing  or  moderately  rehabilitated  housing.   Passage  of 
the  proposed  new  state  program  has  been  delayed,  and  the 
Partnership  is  continuing  to  seek  to  develop  various  alter- 
native subsidy  commitments.   Mortgage  or  rental  subsidies 
for  units  in  the  program  are  essential  to  the  financial 
parameters  set  out  herein  and  as  yet  there  can  be  no 
assurance  of  their  availability. 

3.  Grants  from  the  City  and  Foundations 

The  Partnership  is  arranging  for  grant  funds  to  be 
available  to  cover  part  of  the  costs  of  developing  every 
project,  so  that  rental  costs  can  be  kept  within  the  means 
of  low  and  moderate  income  families.   Specifically,  the  City 
of  Boston  has  committed  $1  million  from  its  current  year 
CDBG  funds,  and  recommended  an  additional  $600,000  from  next 
year's  CDBG  budget,  plus  it  is  expected  that  another 
$900,000  will  be  made  available  from  UDAG  grants,  develop- 
ment fees  or  other  public  sources.   These  municipal  funds 
would  provide  a  total  of   $2.5  million  in  grant  funds  for 
500  units,  or  an  average  of  $5,000  per  unit.   In  addition, 
the  Partnership  is  seeking  $672,000  in  foundation  and  cor- 
poration grants,  or  an  average  of  $1,344  for  each  apartment 
developed  through  the  demonstration  program.   These  funds 
are  being  requested  as  commitments  to  community  based 
housing  efforts  in  addition  to  the  funds  which  these  sources 
have  ordinarily  made  available  to  community  organizations 
for  housing  and  other  local  development  programs. 

Grant  funds  obtained  by  the  Partnership  will  be  used  in 
part  to  help  cover  front-end  development  costs  incurred  by 
community  organizations,  primarily  after  their  projects  are 
selected  for  funding  but  before  they  reach  initial  closing 
of  their  construction  loans.   Thus,  funds  will  be  made 
available  for  such  expenses  as  cost  estimating,  property 
options  and  acquisition,  legal  costs  incurred  in  acquiring 
property  and  legally  establishing  sponsors  who  are  not 
already  incorporated,  and  sponsors'  own  development  costs. 
The  use  of  funds  for  these  purposes  is  described  further  in 
Section  6.B. 

4.  Use  of  Equity  Syndication 

Equity  syndication  is  a  method  of  raising  capital  for 
real  estate  projects  by  selling  shares  in  the  ownership  of  a 
project  to  investors.   Syndication  provides  funds  which  are 
equity  rather  than  debt,  and  therefore  it  is  a  method  of 
raising  money  without  necessarily  adding  to  the  costs  of 
operating  the  property. 
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The  Partnership  has  arranged  for  Greater  Boston 
Community  Development,  Inc.  to  work  to  arrange  equity 
financing  for  the  series  of  projects  that  the  Partnership 
selects  for  funding  through  the  demonstration  program.   The 
money  raised  this  way  will  be  used,  in  part,  like  the  grant 
funds  to  defray  some  of  the  costs  of  developing  each  project 
so  that  its  mortgage  is  lower  than  it  would  otherwise  be. 
In  a  typical  project,  approximately  $3,500  per  unit  of 
development  costs  might  be  covered  this  way.   In  addition, 
an  average  of  another  $3,000  per  unit  of  equity  funds  will 
be  used  to  create  a  reserve  fund  that  will  both  generate 
investment  income  (projected  at  the  rate  of  $25  per  apart- 
ment, per  month)  that  can  be  used  regularly  to  help  cover 
operating  costs  and  also  provide  a  financial  cushion  in  the 
event  of  operating  difficulties.   This  reserve  fund  will 
also,  it  is  expected,  add  to  the  financial  security  of 
demonstration  projects  when  they  are  reviewed  by  potential 
mortgage  lenders  and  can  thereby  contribute  further  to  the 
overall  financial  feasibility  of  the  demonstration  program. 
Thus,  an  average  of  at  least  $6,500  per  unit  is  anticipated 
in  syndication  proceeds,  after  paying  the  costs  of  arranging 
and  structuring  the  equity  financing,  and  paying  the 
interest  costs  of  any  loans  taken  out  in  anticipation  of 
receiving  future  syndication  proceeds.   Any  excess  beyond 
these  amounts,  or  .any  proceeds  not  needed  to  ensure  the 
financial  viability  of  a  project,  will  provide  a  return  to 
the  project  sponsor. 

The  mechanism  used  to  generate  syndication  proceeds  is 
a  "limited  partnership."   This  is  a  form  of  organization 
which  has  two  types  of  partners:  a  general  partner  and 
limited  partner  investors.   A  limited  partnership  will  be 
created  for  each  project  financed  through  the  Partnership. 
The  community  sponsor  will  be  the  general  partner,  which 
means  it  will  control  and  be  responsible  for  the  operations 
of  the  property.   Outside  investors  will  be  brought  into  the 
partnership  as  limited  partners. 

In  contrast  with  the  general  partner,  the  limited 
partners  have  both  limited  responsibility  and  a  limited 
role.   They  have  no  say  in  the  day-to-day  operations  of  the 
property,  but  they  also  have  only  limited  liability.   If  a 
project  fails  and  the  mortgage  is  foreclosed,  the  limited 
partners  do  not  have  to  put  more  money  into  it;  they  are 
liable  only  to  the  extent  of  the  funds  they  have  invested. 
Similarly,  if  the  stairs  collapse  and  someone  sues  the 
project  for  damages,  the  investors  are  not  liable.   They 
are,  however,  entitled  to  receive  information  regularly  on 
the  partnership's  business  affairs,  and  they  have  a  right  to 
vote  on  certain  major  matters  such  as  a  change  in  the 
general  partner  or  the  sale  of  the  property.   The  benefit 
the  investors  get  is  the  tax  benefits  of  property  ownership. 
The  general  partner  and  limited  partners  can  allocate  the 
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ownership  interests  in  a  project  any  way  that  they  wish,  and 
then  the  operating  profits  or  losses  (including  deprecia- 
tion) upon  which  tax  deductions  are  based  are  allocated 
between  them  according  to  the  proportion  of  their  ownership 
interests.   Because  the  tax  deductions  are  much  more 
valuable  to  well-to-do  individuals  than  to  the  general 
partner,  a  general  partner  typically  retains  only  a  modest 
ownership  interest,  often  1%,  while  the  limited  investors 
take  a  99%  ownership  interest  that  allows  them  to  claim  99% 
of  the  tax  benefits.   However,  the  allocation  of  funds 
realized  from  the  eventual  sale  or  refinancing  of  a  property 
may  be  allocated  quite  differently;  for  instance,  they  might 
be  allocated  50%  to  the  general  partner  and  50%  to  the 
limited  partners. 

Establishing  a  limited  partnership  is  a  complex  process 
that  requires  strict  compliance  with  numerous  tax  and 
securities  laws.   For  example,  a  general  partner  typically 
needs  to  be  organized  as  a  for-profit  business  corporation. 
Most  community  housing  sponsors  are  nonprofit  organizations, 
but  it  is  possible  for  them  to  act  as  general  partners 
without  jeopardizing  their  tax-exempt  status  by  creating 
for-profit  subsidiaries  which  serve  as  general  partners.   In 
addition,  the  IRS  requires  that  a  general  partner  be 
financially  strong  in  order  to  make  sure  it  can  handle  its 
responsibilities.   If  a  partnership  has  a  single  general 
partner,  that  general  partner  must  have  a  net  worth  equal  to 
the  lesser  of  $250,000  or  15%  of  the  investor  capital  raised 
through  a  housing  development.   The  allocation  of  the  uses 
of  syndication  proceeds  in  Partnership  projects  will  be 
structured  carefully  to  enable  community  sponsors  to  satisfy 
this  IRS  requirement;  in  particular,  the  anticipated  project 
reserve  fund  of  $3000  per  unit  is  expected  to  be  used  to 
meet  the  net  worth  requirement. 

The  mortgage  financing  and  grant  allocations  to  pro- 
jects will  also  be  carefully  organized  in  order  to  maximize 
the  tax  benefits  which  can  flow  to  the  limited  partners 
because  the  amount  they  will  pay  as  capital  contributions  to 
acquire  an  ownership  share  is  directly  proportionate  to  the 
size  of  the  tax  benefits.   For  example,  grant  funds  which 
are  allocated  to  each  project  are  expected  to  be  structured 
as  grants  to  the  community  sponsor  and  then  loans  to  the 
limited  partnership  from  the  community  sponsor  with  payments 
of  both  interest  and  principal  on  the  loans  deferred  until 
the  time  that  a  project  is  sold  or  refinanced.   At  that 
time,  the  partnership  would  owe  substantial  funds  back  to 
the  community  organization,  which  could  then  use  the  value 
of  these  funds  to  help  to  assure  that  the  further  use  of  the 
property  continues  to  meet  community  needs.   Any  such  loan 
would  be  secondary  financing,  legally  subordinate  to  the 
primary  mortgage  financing  on  the  housing.   This  structure 
increases  both  depreciation  and  yearly  interest  deductions 
available  to  investors,  thus  enabling  the  substantial  amount 
of  equity  projected  to  be  able  to  be  raised. 
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Finally,  the  timing  of  the  receipt  and  use  of  syndica- 
tion proceeds  will  have  to  be  carefully  arranged.   On  most 
housing  projects,  syndication  proceeds  are  received  over  a 
five  to  six  year  period.   Investor  limited  partners  are 
unwilling  to  pay  their  total  contribution  at  the  beginning 
of  a  project  both  because  the  major  tax  benefits  they 
realize  are  spread  over  an  eight  to  twelve  year  period  and 
also  because  they  are  unwilling  to  invest  all  their  funds 
until  they  know  that  a  project  will  proceed  successfully 
through  renovation,  be  fully  occupied,  and  can  be  well  run. 
Therefore,  it  will  be  necessary  to  borrow  some  funds  when 
projects  begin  renovation  in  anticipation  of  the  future 
receipt  of  equity  financing.   This  financing  will  be 
arranged  through  a  series  of  loans  which  are  expected  to 
come  in  part  through  banks  and  in  part  through  the  community 
investment  portfolios  of  foundations  or  other  sources. 

5 .    Summary  of  financing  sources 

A  tentative  schedule  of  the  total  sources  and  uses  of 
funds  for  the  Partnership's  demonstration  program  is  pre- 
sented in  Table  II-l.   Because  these  funds  have  not  all  been 
committed,  this  schedule  is  subject  to  change  as  the 
financing  discussions  proceed. 
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TABLE  II-l:   PROPOSED  SOURCES  AND  USES  OF  FUNDS  FOR  PROJECT  DEVELOPMENT 


Total  Budget 

for         Average  Per 


500  Units Unit  Budget 


SOURCES  OF  FUNDS  FOR  PROJECT  DEVELOPMENT 

Grants  from  foundations  and 

corporations  $    672,000       $  1,344 

Community  Development  Block  Grants  1,600,000         3,200 

Other  grant  funds  from  the  City 

(UDAG,  CDGB  or  development  fees)  900,000         1,800 

Equity  financing 

Capital  contributions  by  limited 

partners 
Loans  in  anticipation  of  future 

capital  contributions 

SUB-TOTAL    -    CASH: 
Mortgage    loan    funds: 
TOTAL    SOURCES    OF    FUNDS: 


1,500, 

,  000 

3,000 

1,750, 

,000 

3,500 

$  6,422, 

,000 

$12,844 

12,000, 

,000 

24,000 

$18,422, 

,000 

$36,844 

USES  OF  FUNDS  IN  PROJECT  DEVELOPMENT 

Acquisition  and  renovation 
Construction  loan  interest 
Other  "soft"  development  expenses 
Project  investment  fund 

USES  OF  FUNDS 

2 
Partnership  reserve  funds 

TOTAL  USES  OF  FUNDS 


$13,000,000 

622,000 

2,300,000 

1,500,000 

$26,000 
1,244 
4,600 
3,000 

$17,422,000 
1 ,000  ,000 

$34,844 
2,000 

$18,422,000 

$36,844 

Equity  financing  is  obtained  from  syndication  proceeds.   Figures 
given  here  are  net  proceeds  after  paying  the  costs  of  arranging  for 
syndication  and  after  paying  the  interest  costs  on  any  loans  taken 
out  while  buildings  are  being  renovated  in  anticipation  of 
receiving  future  capital  contributions. 

2 
Partnership  reserve  funds  will  be  used  to  cover  unanticipated  costs 

in  the  demonstration  rehabilitation  program. 
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B.    FINANCIAL  ASSUMPTIONS  TO  BE  USED  IN  PREPARING  APPLICATIONS 

As  described  previously,  the  Partnership  is  in  the  process 
of  obtaining  commitments  of  the  financial  resources  necessary  for 
the  demonstration  program  to,  move  forward.   Because  these  are  not 
yet  all  in  place,  it  is  not  yet  possible  to  describe  in  detail 
the  mortgage  financing  rates  and  terms  which  will  apply  to  each 
project.   It  is,  however,  now  possible  to  fix  a  set  of  standards 
for  operating  costs,  development  costs,  and  rehabilitation  plus 
acquisition  costs  that  can  be  afforded  within  the  various 
financial  alternatives  being  pursued.   This  section  spells  out 
the  financial  limits  for  each  of  these  aspects  of  a  project. 
These  standards  should  be  used  in  preparing  applications  to  the 
Partnership.   The  limited  conditions  under  which  sponsors  might, 
in  some  cases,  be  able  to  to  deviate  from  these  standards  are 
also  described.   These  conditions  are  complex,  and  to  understand 
whether  a  project  can  utilize  them  will  require  careful  financial 
analysis  and  documentation.   This  rigorous  approach  is  necessary 
in  order  to  ensure  that  projects  can  move  forward  under  alter- 
native financing  options. 

This  section  concludes  with  information  on  the  policy  which 
the  Partnership  has  established  with  regard  to  the  incomes  of 
residents  in  demonstration  rehabilitation  projects. 

If  community  organizations  considering  submitting  proposals 
for  the  demonstration  program  have  further  questions  about  these 
financial  assumptions,  they  should  attend  the  information  session 
on  the  demonstration  program.   After  that,  questions  can  be 
directed  to  the  Partnership's  technical  development  consultant. 
Greater  Boston  Community  Development,  which  can  be  reached  by 
telephone  at  482-6553. 

Financial  standards  to  be  used  in  all  applications.   All 
applications  for  funding  through  the  Partnership's  demonstration 
program  must  contain  financial  information  in  three  areas: 

(1)  development  costs,  including  rehab  and  acquisition  costs; 

(2)  operating  costs;  and  (3)  market  rent  data.   These  three  areas 
are  summarized  below,  and  each  is  then  described  in  greater 
detail.   Subsequently,  there  is  a  description  of  the  ways  that 
these  various  standards  relate  to  one  another,  along  with  the 
financial  tests  which  can  be  used  to  determine  whether  a  sponsor 
can  exceed  these  standards  and,  if  so,  how  great  a  variation  will 
be  possible. 

1)   Development  costs  include  acquisition  and  rehabilitation 
costs  and  other  development  expenses  such  as  legal , 
development  packaging,  architectural  or  specification 
preparation  fees,  relocation  costs,  financing  fees,  and 
other  "soft"  development  expenses.   The  Partnership  has 
set  standard  limits  for  these  expenses,  by  unit  size. 
All  applicants  will  have  to  document  their  development 
budgets . 
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2)  Operating  costs  are  the  costs  of  running  the  housing 
once  renovation  work  is  complete.   The  Partnership  has 
also  set  standard  limits  for  these  expenses,  by  unit 
size.   All  applicants  will  have  to  present  their 
proposed  operating  budgets. 

3)  Market  rent  test;   If  projects  fit  within  the  develop- 
ment and  operating  costs  standards  in  this  handbook, 
they  will  be  able  to  be  developed  within  the  financial 
options  now  being  pursued  by  the  Partnership.   Within 
these  options,  projects  could  be  established  with  rent 
structures  affordable  by  low  and  moderate  income 
households.   Under  certain  financial  options,  rents  for 
these  households  would  be  limited  to  a  percentage  of 
their  income,  but  under  other  options  there  would  be  a 
minimum  rent  that  would  need  to  be  charged  for  apart- 
ments of  specific  sizes.   Therefore,  all  applicants  will 
have  to  demonstrate  that  their  projects  can  be  marketed 
at  these  minimum  rents  if  their  projects  are  at  the  high 
end  of  the  standard  cost  limits. 


1 .   Standards  for  Development  Costs,  Including  Rehabilitation  and 
Acquisition  Costs 

The  Partnership  has  set  $30,600  per  unit  as  the  average 
cost  of  developing  housing  through  the  demonstration  program, 
assuming  that  the  average  apartment  has  between  two  and  three 
bedrooms.   This  figure  includes  all  development  costs  except 
construction  period  mortgage  interest.   This  includes  the 
following : 

Acquisition  and  rehabilitation:  $26,000 

Other  development  costs  4  ,600 

Total  $30,600 

Because  acquisition  and  rehabilitation  costs  vary 
greatly  depending  on  the  size  of  apartments,  as  well  as  their 
condition,  the  Partnership  has  established  specific  standards 
by  unit  size  for  the  combination  of  rehab  and  acquisition 
costs  and  for  total  development  costs.   These  standards  are 
presented  in  Table  II-2.   This  shows  a  variation  in  total 
development  costs  from  $20,600  for  an  efficiency  apartment  to 
$35,600  for  a  four  bedroom  or  larger  apartment. 

All  applications  for  the  demonstration  program  will  need 
to  document  their  rehab,  acquisition  and  other  development 
costs.   Projects  will  be  evaluated  on  the  basis  of  their 
total  costs,  which  may  not  exceed  these  standards  except 
under  the  limited  conditions  described  in  Section  4  below. 
Please  note  that  these  cost  limits  will  be  applied  to  each 
project  as  a  whole.   Therefore,  if  a  sponsor  has  some 
buildings  which  are  in  very  bad  condition  whose  costs  will 
exceed  these  limits  but  it  can  combine  them  in  a  single 
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project  with  better  buildings  that  can  be  bought  and  restored 
for  less  than  these  limits,  then  it  can  organize  a  viable 
project  so  long  as  it  fits  within  these  limits  in  its 
entirety. 

In  addition,  sponsors  should  be  aware  that  if  they  can 
organize  projects  which  are  less  expensive,  they  will  have 
the  opportunity  to  structure  larger  contingency  funds  into 
their  developments,  which  may  make  them  more  attractive  and 
more  likely  to  proceed  quickly,  and  may  provide  a  basis  for 
less  syndication  proceeds  being  required  to  be  utilized  for 
project  costs. 


TABLE  II-2:   FINANCIAL  STANDARDS  PER  UNIT  FOR  REHABILITATION 
DEMONSTRATION  PROGRAM 


Development  Costs 

Rehab  and      Total        Annual        Monthly 

Acquisition  Development  Operating      Market 
Size  of          Cost   ,       Cost   „        Cost    ,       Rent 

Apartment      Standards  Standards  Standards  Standards 

Efficiency       $16,000      $20,600       $2,400         $185 
(0  bedroom) 

215 

250 

285 

310 

Funds  can  be  split  between  rehab  and  acquisition  costs  in  any 
proportion  that  works  for  a  specific  project. 

Total  development  costs  include  rehab  and  acquisition,  and  all 
other  development  costs  except  for  construction  period  interest. 

Operating  costs  include  heat  and  hot  water,  but  not  electricity  in 
apartments.  They  also  include  an  allowance  for  vacancies  of  three 
percent . 


1  bedroom 

20, 000 

24,600 

2,600 

2  bedrooms 

25,000 

29,600 

3,000 

3  bedrooms 

28,000 

32,600 

3,200 

4+  bedrooms 

31,000 

35,600 

3,360 
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Acquistion  and  Rehabilitation  Costs.   The  standards  for 
acquisition  and  rehabilitation  costs  run  from  $16,000 
for  an  efficiency  apartment  to  $31,000  for  a  four 
bedroom  or  larger  apartment.   No  guidelines  are 
established  for  dividing  these  numbers  between  rehabili- 
tation and  purchase  expenses  although,  of  course,  the 
more  it  costs  to  acquire  a  building,  the  less  can  be 
spent  on  its  renovation.   Thus,  if  a  two  bedroom  apart- 
ment costs  $5,000  per  unit  to  acquire,  no  more  than 
$20,000  can  be  spent  per  unit  on  renovation;  while  if  it 
costs  $12,000  to  buy,  no  more  than  $13,000  can  be  spent 
on  rehabilitation. 

(Please  refer  to  Section  3. A.  of  the  "Underwriting 
Standards"  in  this  handbook  and  Section  5.B,  "Further 
Information  on  Rehabilitation  Standards"  for  a 
description  of  the  scope  of  renovation  work  which  must 
be  done  when  buildings  are  financed  through  the  demon- 
stration program  and  information  on  the  costs  that  must 
be  included  in  the  rehabilitation  budget.) 

Other  Development  Costs,  Including  Sponsors'  Expenses 

The  Partnership  is  budgeting  an  average  of  $4,600  per 
apartment  for  development  expenses  other  than  acqui- 
sition and  rehabilitation  costs  and  construction  loan 
interest.   The  expenses  which  sponsors  will  need  to 
cover  in  this  category  include  the  following  items: 

•  Architectural,  engineering  and/or  rehab  specifica- 
tion preparation  fees,  and  construction  period 
inspection  services 

•  Legal  fees,  including  title  and  recording 

•  Development  planning,  feasibility,  and  coordinating 
costs,  including  both  a  sponsor's  expenses  and  the 
costs  of  technical  development  help 

•  Financing  fees 

•  Construction  period  real  estate  taxes  and  insurance 

•  Marketing  and  tenant  selection  expenses 

•  Relocation,  if  any 

•  Other  costs  including  surveys,  testing  of 
materials,  management  planning,  etc. 

(Please  refer  to  Section  5.C.,  "Further  Information  on 
Development  Costs"  for  a  definition  of  each  of  these 
items  and  guidelines  for  budgeting  for  them.) 
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2.    Standards  for  Operating  Costs 

$3,000  has  been  established  as  the  average  annual 
operating  cost  for  an  apartment  renovated  through  the 
demonstration  program.   This  figure  includes  maintenance, 
management  and  administrative  costs,  replacement  reserve, 
insurance,  real  estate  taxes  and  most  utilities  (i.e.,  water 
and  sewer,  heat  and  hot  water  but  not  electricity  in 
individual  apartments)  .   It  also  includes  an  allowance  for 
vacancies  of  three  percent.   As  shown  in  Table  II-2,  the 
standard  for  annual  operating  costs  varies  by  apartment 
size,  running  from  $2,400  for  an  efficiency  apartment  to 
$3,360  for  a  four  bedroom  or  larger  apartment. 

These  operating  cost  figures  are  the  amounts  which  can 
be  made  available  for  project  operations  under  the 
alternative  financing  options  being  pursued  by  the 
Partnership.   Project  sponsors  are  being  given  these 
operating  figures  rather  than  rental  figures  because  the 
rent  levels  in  Partnership-assisted  projects  will  depend  on 
the  mortgage  financing  and  subsidy  terms  that  are  finally 
arranged.   It  is,  however,  the  Partnership's  intent  to  try 
to  have  these  amounts  available  for  project  operations, 
regardless  of  the  mortgage  financing  structure.   Therefore, 
sponsors  are  being- asked  to  show  how  they  can  run  housing 
for  these  amounts,  but  they  are  not  being  asked  to  compute 
the  amount  of  debt  service  they  will  need  to  cover  their 
development  budgets  as  long  as  their  development  budgets 
remain  within  the  standards  set  by  the  Partnership.   Section 
4  below  describes  how  operating  and  development  costs  may  be 
varied,  under  certain  limited  conditions. 

In  addition,  sponsors  should  estimate  utility  cost 
savings  and  deduct  these  from  operating  costs  where  tenants 
are  paying  for  heat  and/or  hot  water.   Correspondingly, 
sponsors  should  estimate  the  reduction  required  in  tenant 
rents  to  enable  these  additional  costs  to  be  absorbed  by 
residents  with  the  same  total  housing  costs. 

(Please  refer  to  Section  5.D,  "Further  Information  on 
Project  Management  and  Operating  Budgets"  for  a  more 
detailed  description  of  the  costs  which  must  be  included  in 
a  project's  operating  budget.) 

3.    Market  Rent  Standards 

As  noted  previously,  the  Partnership  is  investigating 
alternative  ways  of  arranging  mortgage  financing  for 
projects  in  the  demonstration  program.   Some  of  the  options 
being  pursued  would  involve  rent  subsidies  such  as  Section  8 
or  Section  707  that  would  limit  rents  for  low  and  moderate 
income  households  to  a  percentage  of  their  income.   Other 
options  would  establish  minimum  rents  to  be  paid  by  the 
tenants,  with  the  balance  of  operating  and  carrying  costs 
paid  out  of  other  financial  sources.   In  order  to  demon- 
strate the  financial  viability  of  projects  in  the  event  the 
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financing  requires  minimum  rents,  each  application  will  have 
to  contain  information  on  local  rents  in  the  neighborhood  of 
the  project  in  order  to  show  whether  projects  can  be 
marketed  at  the  standard  rents.   The  standard  rents  are 
given  in  Table  II-2.   They  range  from  $185  per  month  for  an 
efficiency  apartment  to  $310  for  a  four  bedroom  or  larger 
apartment.   The  average  rent  is  $265,  assuming  an  average 
apartment  size  of  2.4  bedrooms. 

Sponsors  should  note  that  these  standard  rents  are  not 
the  same  as  the  rents  which  will  finally  be  set  for  projects 
financed  through  the  demonstration  program.   They  are, 
rather,  the  amounts  which  may  be  the  minimum  portion  of  the 
rent  paid  by  tenants  under  certain  financing  options. 

4.   Variations  from  the  Financial  Standards 

a .  Variations  Among  Development  Cost  Items 

All  applications  will  have  to  document  rehab, 
acquisition,  and  other  development  costs.   Within  the 
standards  set  for  these  items,  sponsors  can  allocate  funds 
between  rehab  and  acquisition  costs  in  any  manner  required 
by  a  project.   If  a  sponsor  can  spend  less  on  these  two 
items  than  the  standard,  it  can  allocate  additional  amounts 
for  "soft"  development  costs  so  long  as  the  budget  remains 
within  the  standard  for  total  development  costs. 

The  standard  given  here  for  soft  development  costs  is 
based  upon  the  Partnership's  assessment  of  the  various  tasks 
necessary  to  complete  a  project  through  the  demonstration 
program.   A  sponsor  can  allocate  less  than  the  standard 
amount  for  soft  development  costs  only  if  it  can  document 
why  and  how  it  can  assemble  a  project  at  lower  cost.   This 
test  is  necessary  to  insure  that  projects  do  not  fail 
because  insufficient  funds  are  allocated  to  planning  and 
coordination . 

b.  Test  for  increasing  operating  costs  and  reducing 
development  costs,  and  test  for  reducing  operating  costs 
and  increasing  development  costs 

To  the  extent  a  project's  total  development  costs  are 
less  than  the  standard,  it  will  have  a  lower  mortgage  and 
therefore  can  afford  to  pay  higher  operating  costs.   This 
means  that  a  sponsor  which  can  demonstrate  that  a  project's 
total  development  costs  are  less  than  standard  can,  if 
necessary,  increase  its  operating  budget.   In  addition,  such 
a  project  will  have  more  financial  flexibility  and  therefore 
will  be  more  viable. 

If  a  sponsor  wants  to  take  advantage  of  lower  than 
standard  development  costs  to  increase  its  operating  budget, 
it  will  have  to  apply  the  following  formula.   First,  it  will 
have  to  compute  the  total  amount  of  its  development  costs 
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and  the  total  amount  of  the  standard  development  costs  for  a 
project  with  the  same  number  and  sizes  of  apartments. 
Second,  it  will  compute  the  difference  between  its  total 
costs  and  the  standard  total  development  costs  for  a 
comparably  sized  project.   The  difference  should  then  be 
multiplied  by  a  factor  of  .158.   The  resulting  number  is  the 
amount  by  which  it  can  increase  the  annual  operating  budget 
for  the  entire  project.   (The  application  for  sponsors 
contains  in  Table  3-C  a  format  for  computing  the  difference 
between  standard  development  costs  and  actual  development 
costs  in  a  project) . 

Conversely,  if  a  sponsor  believes  it  can  justify  a  lower 
than  standard  operating  budget,  it  can  work  this  formula  in 
reverse.   In  that  case,  it  should  use  a  factor  of  6.32  to 
compute  how  much  can  be  added  to  the  development  budget, 
multiplying  that  factor  times  the  difference  between  its 
annual  operating  costs  and  standard  operating  costs  for  a 
project  of  the  same  size.   However,  sponsors  should  be  aware 
that  the  burden  of  persuasively  demonstrating  that  a  project 
can  be  operated  for  less  than  the  standard  falls  directly  on 
them.   The  standards  given  for  operating  costs  are  based 
upon  the  Partnership's  assessment  of  the  funds  needed  to 
operate  renovated  housing  in  Boston.   The  Partnership 
regards  the  long-terra  operating  stability  of  projects  as  the 
highest  priority,  and  it  will  not  fund  projects  which  it 
believes  cannot  be  adequately  managed. 

c .   Test  for  Increased  Development  or  Operating  Costs  Based 
upon  Higher  Rents 

All  sponsors  will  need  to  demonstrate  that  their 
projects  can  be  marketed  at  the  standard  market  rents  unless 
their  projects  cost  significantly  less  than  the  standards  to 
develop  or  operate.   However,  there  may  be  some  potential 
projects  which  are  feasible  only  if  they  can  carry  higher 
development  or  operating  costs  than  those  permitted  by  the 
standard  limit.   Under  some  of  the  mortgage  artd  subsidy 
financing  structures  now  being  considered,  it  may  be 
possible  to  fund  such  projects  although  severe  constraints 
may  have  to  be  placed  on  them.   Therefore,  the  Partnership 
does  not  want  to  preclude  consideration  of  such  projects, 
and  so  it  will  accept  applications  for  them  provided  that 
they  can  meet  the  two  following  tests.   First,  the  sponsor 
must  demonstrate  that  the  higher  rents  required  in  them  are 
marketable  in  the  neighborhood  where  a  project  is  located. 
Second,  the  project  must  still  comply  with  the  income  policy 
for  residents  in  the  demonstration  program.   This  means  that 
the  rents  must  be  within  a  range  which  keeps  them  affordable 
by  low  and  moderate  households  to  the  extent  required  by 
that  policy. 
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with  regard  to  the  marketability  test:  the  sponsor  must 
document  in  Section  6  of  the  application,  "Neighborhood 
Market  Rent  Data,"  that  the  rents  it  proposes  are  comparable 
to  or  less  than  those  being  charged  in  comparable  apartments 
in  the  neighborhood  of  the  project.   Again,  the  burden  of 
proof  is  on  the  sponsor.   With  regard  to  compliance  with  the 
income  policy,  the  sponsor  must  demonstrate  that  the  rent 
levels  can  be  afforded  by  people  within  the  income  limits 
for  low  and  moderate  income  households  presented  in  Income 
Schedule  1  in  Section  5  below.   It  must  also  show  that  at 
least  25%  of  the  units  can  still  be  afforded  by  lower  income 
households  within  the  limits  given  in  Income  Schedule  2, 
whether  this  is  done  by  skewing  rents  or  some  other  means. 
Rents  can  be  assumed  to  be  affordable  if  households  do  not 
have  to  spend  more  than  30%  of  income  for  housing  costs, 
including  both  rents  and  any  out-of-pocket  costs  for 
utilities  not  included  in  the  rent. 

The  formula  described  above  should  be  used  to  determine 
how  much  rents  will  increase  if  development  costs  increase 
above  the  standard.   The  amount  of  the  increase  in  develop- 
ment costs  should  be  multiplied  by  .158  to  determine  the 
amount  by  which  the  rent  per  unit  must  increase  annually. 
Increases  in  operating  costs  will  require  increases  in  total 
annual  rents  of  1.031  times  the  operating  cost  increase  to 
allow  for  vadancies  and  bad  debts. 

d .  Use  of  Non-Partnership  Funds  to  Cover  Increased 
Development  Costs 

In  some  situations,  a  project  sponsor  may  be  able  to 
acquire  funding  from  sources  other  than  the  Partnership  to 
apply  to  a  demonstration  project.   If  these  funds  are  a 
grant,  there  is  no  limit  to  the  amount  which  can  be  spent  on 
the  demonstration  program,  and  the  Partnership's  standard 
can  be  exceeded  by  the  amount  of  available  grant  funds. 
However,  if  the  other  funds  are  loans  which  must  be  repaid, 
the  sponsor  must  show  in  its  application  how  the  repayment 
will  be  handled  either  without  exceeding  the  rent  standards 
or  by  showing  that  higher  rents  can  be  marketed  in  the 
project  neighbohood.   The  test  for  justifying  higher  rents 
is  the  same  as  that  given  in  the  previous  section.   It  is 
the  responsibility  of  the  sponsor  to  compute  the  amount  of 
debt  service  needed  to  amortize  the  other  funding  sources 
and  to  show  its  impact  on  rents. 

e .  Tests  for  Commercial  Space  within  Projects 

Where  a  project  includes  commercial  space,  sponsors  need 
to  separately  analyze  the  following: 
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•  Commercial  acquisition  and  rehabilitation  costs 

•  Total  commercial  development  costs  (being  the  same 
portion  of  total  development  costs  as  commercial 
acquisition  and  rehabilitation  costs  are  of  total 
acquisition  and  rehabilitation  costs) 

•  Commercial  operating  costs  to  owner 

•  Commercial  rents,  with  market  data  establishing  their 
reasonableness 

The  test  of  validity  of  commercial  space  will  generally  be 
based  upon  the  ability  of  commercial  rents  to  carry  commer- 
cial operating  costs  plus  eleven  percent  plus  16.8%  of 
commercial  development  costs.   In  addition,  depending  upon 
the  extent  of  tax-exempt  revenue  bond  financing,  the  sources 
and  the  amount  of  commercial  space  being  incorporated,  the 
Partnership  may  be  unable  to  finance  some  projects. 
Sponsors  planning  to  develop  commercial  space  should  consult 
with  Greater  Boston  Community  Development,  Inc.  as  they  pro- 
ceed to  assess  potential  limitations  arising  from  the 
requirements  of  tax-exempt  financing. 

5.    Income  limits 

The  goal  of  the  demonstration  program  is  to  restore 
deteriorated  housing  and  thereby  to  provide  decent  housing 
primarily  for  lower  income  households  who  currently  are 
unable  to  afford  it.   The  Partnership  also  recognizes  the 
positive  effects  that  can  be  achieved  by  housing  families 
with  a  mixture  of  income  levels  within  a  particular  project. 
Following  is  a  set  of  minimum  requirements  for  resident 
incomes  for  the  demonstration  program.   These  are  essential 
to  assure  that  the  program  accomplishes  its  basic  purpose 
and  that  projects  meet  the  requirements  governing  the  use  of 
tax  exempt  financing  and  projected  rental  subsidies. 

Beyond  these  requirements,  the  Partnership  expects 
individual  sponsors  to  think  through  carefully  the  ways  that 
each  particular  project  can  maximize  the  extent  to  which  it 
serves  the  housing  needs  of  lower  income  households  while 
assuring  a  long  term  viable  living  environment.   In  the 
application,  sponsors  are  asked  to  describe  in  detail  how 
they  will  handle  initial  selection  of  tenants  and  filling  of 
vacancies  for  the  projected  15  or  more  year  term  of  the 
mortgage  financing.   These  responses  will  be  an  important 
factor  in  the  Partnership's  consideration  of  proposals. 

The  income  requirements  of  projects  participating  in 
the  demonstration  program  —  which  requirements  will  be 
incorporated  into  a  regulatory  agreement  governing  project 
operations  for  the  term  of  the  financing  —  are  as  follows: 
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1.        At    least    two-thirds   of   new   residents   of    properties    in 
the    program   will    be    required    to    have    incomes   not 
exceeding    the    following    schedule    upon    their    initial 
occupancy: 


Income    Schedule    1 


Size   of   Household Income   Limits 

1  person  $17,250 

2  people  19,700 

3  people  22,200 

4  people  24,650 

5  people  26,200 

6  people  27,700 

7  people  29,250 
8+  people  30,800 


These  income  limits  shall  be  adjusted  to  remain  80% 
•  of  the  median  income  for  households  in  the  Boston 
SMSA  over  the  life  of  the  project. 

2.    At  all  times,  at  least  25%  of  the  residents  of  a 

project  must  have  incomes  at  or  below  the  following 
1 imits : 


Income  Schedule  2 


Size  of  Household Income  Limits 

1  person 

2  people 

3  people 

4  people 

5  people 

6  people 

7  people 
8+  people 


$10, 

,800 

12, 

,300 

13, 

,850 

15, 

,400 

16, 

,650 

17, 

,850 

19, 

100 

20, 

.350 

These  income  limits  shall  be  adjusted  to  remain  50% 
of  the  median  income  for  the  households  in  the  Boston 
SMSA  over  the  life  of  the  project. 
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3.         It    should    also    be   noted    by  sponsors    that    if    the 
final    form   of    financing    arranged    for    the   demon- 
stration   program    by   the    Partnership   requires 
stricter    income    limits   —    for    example,    if    Section 
8    or    Section   707    rental    subsidies   are    utilized 
which    require    that   all    residents   have    incomes    that 
fall    within    Schedule    1   above  —   potential    sponsors 
will    be    so    notified. 

As   noted    earlier,    the    Partnership   expects    sponsors 
to    further   detail    how   these    limits    will    be    utilized    in 
individual    projects.      Listed    below  are    several    examples 
of    the    types   of    tenant    selection    policies    which 
sponsors   could    adopt    to   meet   or    hopefully,    exceed    these 
requirements    in   order    to    provide  maximum    housing 
opportunities    to    households   with    lower    incomes. 

Example   A.      Sponsor   A   is    proposing    to    renovate   60 
units   of   housing,    half   currently   occupied    and    half 
vacant.      Among    the   current    tenants,    half    have    incomes 
within    Income    Schedule    2,    one-quarter    have    incomes 
within    Income    Schedule    1,    and    one-quarter    have    higher 
incomes.      Sponsor    A  proposes    that    in    renting    up   to    30 
vacant   apartments,    it   will    try   to    achieve    the    following 
goals:      at   least    half   of   the    remaining    apartments    will 
go    to    households    who    fit    within    Income    Schedule    2,    and 
no   more    than    five   additional    families   will    be    accepted 
whose    incomes    are    above    those    listed    in    Income    Schedule 
1.       Subsequent    to    initial    occupancy.    Sponsor    A's   goal 
is    to    have    half    the    apartments    occupied   by   households 
within    Income    Schedule    2,    and    not    to    have   more    than    12 
apartments    occupied    by    families    whose    incomes    are    above 
Schedule    1. 

Example   B.      Sponsor    B  wants    to    renovate    50    apart- 
ments,   all    now  vacant.       Its    tenant    selection   goal    is    to 
have    a   half-and-half  mix    of   working    families   and 
families    who    are    either    retired   or    receiving    public 
assistance.      It    aims   to    have   at    least   half    the    tenants 
have    incomes    which    are    no   more    than    two-thirds   of    the 
incomes    in    Schedule    2,    provided    that    such    families   can 
afford    the    rent   without    paying    an    excessive    proportion 
of    income.      Therefore,    Sponsor    B  has   created    its   own 
additional    income    schedule,    as    set    forth   below. 

Sponsor   B's   Income   Limit    for   50%    of    its   Tenants 

Size   of   Household  Income    Limits 

$  7,200 
8,200 
9,200 
10,200 
11,100 
11,900 
12,700 
13,500 
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1 

person 

2 

people 

3 

people 

4 

people 

5 

people 

6 

people 

7 

people 

8+  people 

Example   C.      Sponsor    C's   project   has   75   units,    60 
occupied    and    15    vacant.       Thirty   of    the    current    tenants    are 
over-income,    fifteen    have    incomes    below   the    limits    in 
Income    Schedule    2,    and    fifteen    have    incomes    below   the 
limits    in    Income    Schedule    1.       This    group's    policy    is    that 
all    new   residents    will    have    incomes    within    Income    Schedule 
2   until    at    least    one-third    of    the    total    residents    have 
incomes   below   these    limits    in   order    to   be    sure    that   at 
least    25%    of    the    residents    remain    within    this    range    even 
though    particular    individual's    incomes   may   fluctuate. 
Once    the    one-third   goal    is    reached,    every   effort   will    be 
made    to    sustain    it   by  giving    priority   to    applicants    within 
these    income    limits   whenever    increases    in    tenants'     incomes 
mean   less    than   a    third   of    the    apartments    are    occupied    by 
households   within    this    income    range. 
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I I. 3   UNDERWRITING  STANDARDS 

The  Partnership  has  developed  the  following  underwriting 
standards  as  minimum  criteria  for  the  projects  that  it  will  fund 
through  the  demonstration  program.   These  criteria  are  being 
discussed  with  the  potential  mortgage  lenders  for  the  program,  and 
insofar  as  possible,  the  Partnership  will  seek  to  have  the  lenders 
utilize  the  same  underwriting  standards.   In  addition  to  these 
underwriting  standards,  the  Partnership  has  established  additional 
policies  in  such  areas  as  resident  income  limits,  as  well  as 
criteria  for  establishing  priorities  among  projects.   Applicants 
will  therefore  be  asked  to  submit  information  in  these  additional 
areas.   These  additional  policies,  information  and  priorities  are 
explained  in  other  sections  of  this  handbook.   Therefore,  in  order 
to  prepare  an  application  which  is  fully  responsive,  sponsors  should 
carefully  read  all  the  sections  of  this  handbook. 
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STANDARD  FOR  THE  PHYSICAL  CONDITION  OF  BUILDINGS  UPON  THE 
COMPLETION  OF  RENOVATION 

1.   By  the  time  renovation  work  is  complete,  buildings  must 
comply  with  the  following  legal  requirements  and 
standards : 

a.  The  Boston  Zoning  Code  as  Amended.   The  proposed  use 
and  occupancy  of  the  building (s)  in  a  project  must 
either  comply  with  the  Zoning  Code  or  a  variance 
must  be  obtained  from  the  City  of  Boston.   In 
particular,  evidence  of  compliance  must  be  provided 
for  every  building  where  either  the  number  of 
apartments  is  being  increased  or  the  use  of  all  or 
part  of  a  building  is  being  changed  (e.g.,  if  former 
ground  floor  apartments  are  being  converted  to 
commercial  space) . 

b .  The  Commonwealth  of  Massachusetts,  Department  of 
Public  Health,  State  Sanitary  Code  Article  II, 
Minimum  Standards  of  Fitness  for  Human  Habitation. 
The  conditions  in  the  building(s)  in  a  project  must 
meet  the  standards  in  the  State  Sanitary  Code 
Article  II  which  provides  for  minimum  conditions  for 
decent,  safe,  and  sanitary  housing.   Any  violations 
of  the  code  which  have  been  documented  and  recorded 
by  the  City  of  Boston  or  through  legal  proceedings 
in  court  must  be  corrected. 

c.  The  Commonwealth  of  Massachusetts,  State  Building 
Code  Commission,  State  Building  Code.   Any 
renovation  or  construction  work  must  comply  with  the 
standards  in  the  State  Building  Code. 

d .  The  Commonwealth  of  Massachusetts,  Architectural 
Barriers  Board,  Rules  and  Regulations  for  Buildings, 
Facilities,  Etc.  for  the  Visually  &  Physically 
Handicapped .   These  must  be  complied  with  or  a 
waiver  must  be  obtained  from  the  Architectural 
Barriers  Board.   The  Rules  and  Regulations  contain 
certain  thresholds  for  their  applicability.   In 
general,  they  apply  to  projects  with  more  than  20 
residential  units  if  more  than  five  percent  of  the 
value  of  the  building  is  being  spent  on  recon- 
struction, alteration,  or  remodeling.   In  such 
projects,  five  percent  of  the  number  of  units  must 
be  accessible  and  equipped  for  handicapped 
occupancy. 
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e.  The  Commonwealth  of  Massachusetts,  Department  of 
Public  Health,  Lead  Poison  Program,  Regulations  for 
Lead  Poisoning  Prevention  and  Control.   These  must 
be  complied  with.   In  particular,  all  apartments 
occupied  or  likely  to  be  occupied  by  families  with 
children  under  six  years  of  age  must  be  de-leaded  in 
accordance  with  the  requirements  of  these 
regulations . 

f .  The  United  States  Department  of  Housing  and  Urban 
Development  Housing  Quality  Standards  for  the 
Section  8  Existing  Housing  Program,  CFR  882.109. 
These  regulations  (copy  attached)  must  be  complied 
with  by  all  projects. 

2.  By  the  time  renovation  work  is  complete,  buildings  must 
comply  with  the  following  standards  concerning  energy 
conservation . 

a.  Windows;'   Windows  must  either  be  double  glazed  or 
have  storm  windows.   Must  be  caulked  and 
weatherstr ipped  as  needed  to  prevent  cold  air 
infiltration . 

b.  Exterior  Doors:   Should  fit  tightly  in  frames  so 
that  air  infiltration  is  minimized;  should  be 
weatherstr ipped  as  needed. 

c.  Insulation;   Roofs  or  attics  should  be  insulated. 
Walls  should  be  insulated  if  practical  and  should  be 
insulated  when  new  surfaces  are  being  installed  for 
the  inner  sides  of  exterior  walls. 

3.  Remaining  useful  life  standards  for  building  systems 

Any  major  component  of  a  building  included  in  the  demon- 
stration program  must  either  have  a  remaining  useful  life 
of  twenty  years,  or  the  sponsor  must  make  provision,  in 
addition  to  the  typical  reserve  requirements,  to  capitalize 
the  replacement  of  major  components  whose  remaining  useful 
life  is  expected  to  be  less  than  twenty  years.   Examples  of 
building  components  to  which  this  policy  applies  include; 
roofing,  boiler,  window  systems,  structural  elements  such 
as  porches  and  stairs,  and  plumbing  supply  and  waste 
piping . 
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B.  STANDARDS  FOR  PROJECT  SIZE  AND  PROXIMITY 

1.  Project  size.   Priority  will  be  given  to  projects  which 
have  30  or  more  units. 

2.  Project  proximity.   If  a  project  contains  more  than  one 
building,  the  various  buildings  must  be  sufficiently  near 
to  one  another  to  permit  effective  construction 
coordination  and  management,  and  effective  long-term 
operations  within  the  limits  of  available  operating  funds. 

C.  STANDARDS  FOR  THE  SITE  AND  NEIGHBORHOOD 

1.  Health  and  safety  conditions.   The  site  and  neighborhood 
shall  be  reasonably  free  from  disturbing  noises  and 
reverberations  and  other  hazards  to  the  health,  safety,  and 
general  welfare  of  the  occupants. 

2.  Environmental  conditions.   The  site  and  neighborhood  shall 
not  be  subject  to  serious  adverse  environmental  conditions, 
natural  or  manmade,  that  will  not  be  cured  by  the  project 
and  that  will  adversely  affect  it  such  as  dangerous  walks, 
steps,  instability,  flooding,  poor  drainage,  septic 
back-ups,  sewage  hazards  or  mudslides;  abnormal  air 
pollution,  smoke  or  dust;  excessive  vehicular  traffic; 
excessive  accumulations  of  trash;  vermin  or  rodent  infesta- 
tion; or  fire  hazards. 

3.  Market  conditions.   The  rents  which  will  be  paid  by  the 
residents  of  a  project,  after  taking  account  of  the  housing 
subsidies  or  other  financial  assistance  available  to  the 
project,  shall  be  comparable  to  or  lower  than  the  rents 
paid  by  occupants  of  housing  in  comparable  condition 
located  in  the  same  housing  market  area. 

D.  FINANCIAL    STANDARDS    FOR    PROJECTS 

A.   Reserve  funds.   Projects  must  be  capable  of  creating  the 
following  two  reserve  funds: 

a.   An  operating  and  replacement  reserve  fund  of  at 
least  $20  per  apartment  per  month  shall  be  funded 
out  of  the  operating  budget  on  an  ongoing  basis. 
Five  percent  of  the  gross  collected  rents  from  any 
commercial  space  shall  also  be  deposited  in  this 
reserve  fund.   Additional  reserves  are  required  to 
the  extent  needed  to  capitalize  the  replacement  of 
any  building  component  with  a  remaining  useful  life 
of  less  than  20  years. 
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b.   A  project  reserve  fund  of  $3,000  per  unit  shall  be 
funded  by  the  fifth  year  of  the  project  out  of 
either  the  capital  contributions  of  investor  limited 
partners  or  other  sources  identified  by  the  project 
sponsor.   Investment  income  on  this  reserve  fund  may 
be  used  to  help  cover  operating  expenses. 

2.   Development  and  construction  budget.   The  development 
and  construction  budget  for  a  project  must  meet  the 
following  standards: 

a.   The  budget  must  contain  adequate  funds  for  the 
following  items: 

1)  Acquisition  of  the  property,  including  costs  of 
any  options  and  repayment  of  any  tax  or  water 
and  sewer  arrears  which  are  not  abated. 

2)  Renovation  costs  including  both  costs  of 
identifiable  work  items  and  a  contingency  fund 
equal  to  at  least  ten  percent  of  these  costs, 
plus  costs  of  performance  and  payment  bonds, 
builder's  overhead  and  profit,  building  permits, 
and  such  other  fees  as  testing  of  materials. 

3)  Construction  period  interest  costs,  based  upon  a 
construction  loan  interest  rate  of  ten  percent, 
and  construction  period  real  estate  taxes. 

4)  Architectural,  engineering,  and  construction 
inspection  services.   These  costs  shall  not 
typically  exceed  six  to  eight  percent  of  the 
renovation  costs. 

5)  Legal,  title,  and  organizational  work,  whether 
performed  by  the  sponsor's  own  staff  or 
consultants.   These  costs  shall  include 
development  planning,  feasibility,  and 
coordination  work. 

6)  Audit  and  accounting  fees. 

7)  Financing  fees  equivalent  to  two  percent  of  the 
mortgage . 

8)  Property  and  liability  insurance. 

9)  Rent-up  and  marketing  expenses.   The  amount 
budgeted  for  these  costs  shall  average  $250  per 
vacant  (or  to  be  vacated)  apartment. 
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10)  Relocation  expenses  for  any  tenants  who  must  be 
moved  out  of  a  project  or  who  must  be  moved  from 
one  apartment  to  another  within  a  project. 

11)  If  the  project  is  all  or  partially  occupied  at 
the  time  of  acquisition,  any  operating  costs 
that  exceed  rental  income  from  the  time  of 
acquisition  until  renovation  work  is  completed. 

b.   The  total  development  and  construction  budgets  for 
projects  funded  by  the  Partnership's  demonstration 
program  cannot  exceed  an  average  of  $30,600  per 
unit  plus  a  $3,000  project  investment  fund  plus 
construction  interest  unless  sponsors  of  projects 
with  costs  in  excess  of  this  average  can  either 
demonstrate  source (s)  of  funds  other  than  the  demon- 
stration program  or  can  demonstrate  that  higher 
rents  required  by  a  more  expensive  project  can  both 
be  marketed  in  the  project  neighborhood  and  still 
sufficiently  serve  low  and  moderate  income  families. 
However,  the  costs  of  individual  projects  may  vary 
from  this  average  provided  that  each  project  can 
meet  all  of  the  Partnership's  financial  standards, 
including  standards  for  rent  levels  and  operating 
budgets.   Projects  with  per  unit  costs  to  the 
demonstration  program  of  $25,000  or  less  will  be 
more  likely  to  be  funded  than  more  expensive 
projects  provided  that  their  budgets  are  adequate  to 
cover  all  development  costs. 

3.   Operating  budget.   The  operating  budget  for  a  project 
must  meet  the  following  standards. 

a.   The  budget  must  contain  adequate  funds  for  the 
operating  items  listed  below. 

1)  Administrative  services  (including  legal, 
accounting,  bookkeeping),  on-site  management 
staff  and  management  fee. 

2)  Maintenance  including  on-site  staff,  contract 
services,  and  extermination. 

3)  Utilities  including  water  and  sewer,  electricity 
for  common  areas,  and  heat  if  not  billed 
directly  to  the  residents. 

4)  Real  estate  taxes. 

5)  Debt  service  payments. 

6)  Operating  and  replacement  reserve  fund  of  $20 
per  unit  per  month. 
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7)   Property  insurance  for  at  least  the  value  of  the 
total  project  development  cost  and  liability 
insurance  with  limits  as  described  in  H.3.  below, 

b.  The  total  average  operating  budget  for  projects 
funded  by  the  Partnership  will  be  $3,000  per  unit, 
per  year,  exclusive  of  debt  service,  including 
vacancy  loss,  taxes  and  heat  but  not  electricity  in 
individual  apartments. 

c.  The  debt  service  ratio  (i.e.,  net  operating  income 
including  reserve  funds  divided  by  debt  service 
payments)  must  be  a  minimum  of  1.15. 

4.   Rent  levels.   The  rent  levels  established  for  a  project 
must  meet  the  following  standards. 

Rents  charged  to  residents  must  be  comparable  to 
rents  charged  in  comparable  housing  in  the  market 
area  where  a  project  is  located  in  order  to  insure 
that  the  housing  can  be  marketed. 


STANDARDS  FOR  PROJECT  SPONSORS 

1.  A  project  sponsor  must  have  a  sound  community  base  and  a 
capacity  to  carry  through  the  long-term  operation  of  a 
housing  development.   The  following  factors  are 
indicative  of  a  sponsor's  ability  to  meet  this  standard: 

a.  Experience  in  providing  housing  or  other  community 
or  social  services,  and  the  success  and  scope  of 
such  services. 

b.  Organizational  structure  and  strength  of  the  sponsor 
including  the  composition  of  its  board,  of  its 
staff,  if  any;  the  ties  to  the  community  of  its 
board  members,  and  the  related  experience  of  its 
board  members. 

c.  Extent  of  local  community  support,  including  the 
sponsor's  previous  experience  serving  the  neigh- 
borhood where  a  project  will  be  located,  demon- 
strated ability  to  enlist  local  volunteers  and  local 
funds  for  its  efforts,  and  the  sponsor's  efforts  to 
inform  and  involve  any  existing  residents  of  the 
buildings  that  it  proposes  to  renovate. 

2.  A  project  sponsor  must  have  a  sound  financial  position 
and  no  financial  liabilities  that  could  become  a 
financial  burden  on  a  project  funded  by  the  Partnership. 
The  following  factors  are  indicative  of  a  sponsor's 
ability  to  meet  this  standard: 
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a.  Past  financial  history  and  current  financial 
position  . 

b.  Scope  of  the  proposed  project  in  relation  to  the 
financial  condition  of  the  sponsor. 


F.    STANDARDS  FOR  MEMBERS  OF  THE  DEVELOPMENT  TEAM  INCLUDING 
ARCHITECT  OR  REHAB  SPECIALIST,  DEVELOPMENT  CONSULTANT  OR 
STAFF,  AND  CONTRACTOR 

Each  of  these  members  of  the  development  team  must  have 
sound  experience  in  dealing  with  housing  renovation 
projects,  preferably  moderate  rehabilitation  projects,  and 
the  capacity  to  successfully  help  the  sponsor  reach  initial 
closing,  carry  the  project  through  the  renovation  process, 
and  reach  final  closing  and  occupancy  of  the  project.   They 
must  have  a  sound  financial  position.   The  following  factors 
for  each  member  of  the  development  team  are  indicative  of 
the  ability  to  meet  these  standards. 

1.  Architect  or  rehab  specialist 

a.  Experience  in  designing,  cost  estimating,  and 
supervising  the  renovation  of  housing,  preferably 
moderate  rehabilitation  projects. 

b.  Experience  in  designing,  cost  estimating  and 
supervising  housing  projects  that  are  financed 
through  public  programs  such  as  the  U.S.  Department 
of  Housing  and  Urban  Development,  Massachusetts 
Housing  Finance  Agency,  or  the  Massachusetts 
Government  Land  Bank. 

2.  Development  consultant  or  sponsor's  staff  who  will  be 
responsible  for  overall  development  coordination 

The  Partnership  acknowledges  that  responsibility  for 
overall  development  coordination  may  be  assigned  to  a 
professional  consultant,  to  a  sponsor's  own  staff,  or  to 
a  combination  of  the  two.   Whatever  arrangement  is 
selected  by  a  sponsor,  the  sponsor  will  have  to  demon- 
strate that  the  responsible  individuals  have  the  skills 
and  experience  to  coordinate  a  complex  development 
project. 

a.   Experience  in  coordinating  the  diverse  actors  and 
various  stages  of  development  projects,  evaluating 
the  financial  feasibility  of  such  projects,  and 
working  with  community-based  sponsors  of  such 
projects,  preferably  housing  rehabilitation 
projects . 
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b.   Experience  in  coordinating  and  evaluating  rehabili- 
tation projects  that  are  financed  through  public 
programs  such  as  the  U.  S.  Department  of  Housing  and 
Urban  Development,  Massachusetts  Housing  Finance 
Agency,  or  the  Massachusetts  Government  Land  Bank. 

3.   Contractor ( s) 

a.  Experience  in  estimating  and  carrying  out  housing 
rehabilitation  work,  especially  moderate 
rehabilitation. 

b.  Experience  in  carrying  out  housing  rehabilitation  or 
construction  work  financed  through  public  programs 
and/or  experience  in  other  complex  rehabilitation 
projects . 

c.  Ability  to  provide  either  performance  and  payment 
bonds  for  100%  of  the  value  of  the  work  to  be 
performed  or  an  irrevocable  letter  of  credit  for  10% 
of  the  value  of  the  work;  or  evidence  from  sponsor 
of  construction  management  expertise  for  the  project 
that  will  permit  sponsor  to  monitor  renovation 
progress  and.  costs  sufficiently  closely  that  at  all 
times  the  funds  remaining  to  be  advanced  for  work 
not  yet  completed  will  equal  or  exceed  the  funds 
required  for  project  completion. 

G.    STANDARDS  FOR  HOUSING  MANAGEMENT 

The  proposed  housing  management  must  have  a  strong  capacity 
to  plan  and  carry  out  the  management  of  rehabilitated  urban- 
based  housing  with  family  residents,  including  ongoing 
financial  operation  of  the  project,  delivery  of  routine  and 
preventive  maintenance,  and  tenant  relations.   The  Partner- 
ship anticipates  that  professional  management  agents  will  be 
employed  to  provide  housing  management  services  in  all 
projects  unless  sponsors  have  previously  established  their 
own  management  capacity  and  already  have  experience 
operating  housing.   Whether  professional  management  firms  or 
a  sponsor's  own  staff  are  involved,  the  following  factors 
are  indicative  of  the  ability  to  meet  the  Partnership's 
standards  for  housing  management. 

1.   Experience  managing  housing  in  Boston  or  other  large 
urban  locations  preferably  family  housing,  moderately 
rehabilitated  housing,  and  housing  sponsored  by 
community  based  organizations,  including  more 
specifically  the  following  experience: 

a.   Planning  and  carrying  out  rent-up  and  initial 
occupancy. 
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b.  (If    relevant)    managing    occupied    housing    while    it    is 
being    renovated. 

c.  Financial    planning    and    management,    including 
bookkeeping,    rent   collection,    financial    reporting    to 
government    agencies    and/or    mortgagees. 

d.  Maintenance  services  including  routine  repairs, 
preventive  maintenance,  and  management  of  major 
replacement    such   as   new    roofs. 

e.  Tenant    services    including    referral    of    residents    to 
appropriate    social    services,    organization   of 
resident    activities,    and    informing    residents    about 
the   condition   of    their    housing    and    anticipated 
changes    in    it. 

2.       Sound    financial    position 

H.  STANDARDS    FOR    INSURANCE 

Evidence    of    the    following    insurance    coverage   must    be 
provided    before    the    initial    closing    of   a    construction    loan. 

1.  Builder's   Risk   Insurance    and/or    property    insurance    for 
100%    of    the    completed    value   of    a    project    including 
coverage    for    fire,    vandalism,    malicious    mischief,    theft, 
and    extended    coverage;    steamboiler,    collapse ,    earthquake 
and    flood    insurance   may   be    required    depending    upon    the 
location   of    a    building    and    its    condition    and    equipment. 
The    deductible    amount    should    be    no    greater    than    $2,500. 

2.  Completed    building    insurance    for    the    same   value    and    the 
same    types    of    coverage   must    be    obtained    by   completion    of 
renovation    work,    along    with    insurance    for    loss   of    rents 
in    the    event   of   a    casualty   loss. 

3 .  Liability   insurance 

a.  Owner's    liability    insurance    as    follows: 

$500,000/1,000,000    -   bodily    injury 
$250,000  -   property   damage 

b.  Contractor's    liability    insurance    as    follows: 

$500,000/1,000,000    -   bodily    injury 
$250,000  -    property   damage 

c.  Workman's    Compensation: 

The  owner,  lender,  contractor,  sub-contractor  and 
suppliers  are  to  be  insured  as  their  interests  may 
appear.   All  policies  must  have  a  30-day  cancel- 
lation notice  clause. 
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I I. 4   STANDARDS  FOR  PROGRAM  ELIGIBILITY  AND  PROJECT  PRIORITY 

CRITERIA 


A.    STANDARDS  FOR  PROJECT  ELIGIBILITY 

Because  the  Partnership  is  a  new  endeavor,  many  questions  have 
been  raised  about  the  types  of  projects  which  it  will  consider 
funding  through  its  initial  demonstration  rehabilitation  program. 
This  section  describes  the  basic  types  of  projects  which  are  and  are 
not  eligible  for  funding. 

1.  Project  Sponsorship 

Only  projects  sponsored  by  bona  fide  community-based 
not-for-profit  organizations  will  be  funded.   Private 
developers  are  not  eligible  to  participate  in  the  initial 
demonstration  program. 

2.  Residential  versus  Commercial  Projects 

Only  project  projects  that  are  predominantly  residential 
will  be  funded.   However,  buildings  which  contain  some 
commercial  space  but  have  a  majority  of  residential  space 
will  be  considered  for  funding  provided  that  the 
commercial  space  is  financially  viable. 

3.  Rooming  houses  and  single  room  occupancy  dwellings 

The  Partnership  cannot  fund  rooming  houses  and-  single  room 
occupancy  dwellings  because  the  demonstration  program  is 
expected  to  utilize  in  part  tax  exempt  revenue  bonds  that 
are  governed  by  federal  law  which  prohibits  their  use  for 
these  types  of  dwellings.   However,  studio  apartments  or 
efficiency  dwellings  can  be  considered. 

4 .  Tenant  Incomes 

The  Partnership  intends  that  projects  should  serve 
predominantly  low  and  moderate  income  families,  and  it 
will  look  most  favorably  on  projects  that  serve  low  income 
families.   Please  refer  to  Section  II. B. 5.  of  this 
handbook  for  a  statement  of  the  Partnership's  policy  on 
income  limits  for  residents  and  a  definition  of  income 
limits  for  the  demonstration  program. 

5.  Properties  That  Previously  Received  Public  Funding  and  are 
Now  Owned  or  Assisted  by  the  U.S.  Department  of  Housing 
and  Urban  Development 

The  Partnership's  priority  is  to  assist  existing  deteri- 
orated housing  in  Boston  without  other  financial 
resources,  so  that  this  housing  stock  can  be  restored  to 
sound  condition  and  afforded  by  households  with  limited 
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incomes.   Property  owned  by,  assisted  by,  or  with  a 
mortgage  from  HUD  has  the  alternative  of  securing 
additional  funding  from  the  federal  government  to  resolve 
any  physical  or  financial  problems.   Therefore,  the 
Partnership  will  consider  funding  such  housing  only  if  it 
has  additional  funds  available  following  the  selection  of 
all  other  qualified  projects. 

B.    PROJECT  SELECTION  PRIORITY  CRITERIA 

The  Partnership  has  established  the  following  priority  critera 
which  it  will  use  to  select  among  qualified  projects  in  the  event 
that  it  receives  more  applications  which  meet  its  basic  underwriting 
standards  and  policy  requirements  than  it  has  the  funds  to  finance. 
As  noted  elsewhere,  the  Partnership  expects  to  have  sufficient  funds 
to  finance  500  units  of  housing  in  the  initial  demonstration 
program. 

The  relation  of  these  various  priority  criteria  to  one  another 
will  be  established  by  the  Partnership  in  the  context  of  reviewing 
proposals  for  funding.   The  one  exception  to  this  is  that  the 
priority  established  for  the  long-term  management  capability  of  the 
sponsor  and  its  agents  is  clearly  the  highest  of  the  Partnership's 
priorities . 

The  priority  criteria  fall  into  five  groups: 

1.  Management  capacity 

2.  Project  size 

3.  Project  location  and  neighborhood  issues 

4.  Physical  characteristics  of  the  property 

5.  Degree  of  readiness  to  proceed. 

1.  Management  Capacity 

The  Partnership  gives  the  highest  priority  to  projects 
which  have  strong  management  and  sound  long-term  operating 
financial  feasibility  as  these  are  shown  by  the  experience  or 
demonstrable  competency  of  the  proposed  management  agent  and 
staff  and  the  reasonableness  of  the  proposed  operating  budget 
in  relation  to  the  size  and  condition  of  the  housing. 

2.  Project  Size 

Priority  will  be  given  to  projects  with  thirty  or  more 
units  in  order  to  take  advantage  of  the  cost  efficiency  in 
development  and  management  offered  by  such  projects.   Should 
there  not  be  500  units  in  projects  of  this  size  that  meet  the 
Partnership's  underwriting  standards  and  criteria,  projects  of 
less  than  30  units  will  be  selected  to  utilize  the  remaining 
funding  provided  they  meet  the  feasibility  standards  of  the 
demonstration  program. 
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3 .  Project  Location  and  Neighborhood  Issues 

a .  Market  Strength  and  Housing  Abandonment 

The  Partnership  arose  out  of  a  concern  that  the 
housing  stock  in  Boston  not  be  lost  to  decay,  as  well 
as  a  concern  about  the  decreasing  supply  of  decent, 
affordable  housing  for  city  residents  with  limited 
incomes.   Therefore,  projects  which  will  save  housing 
from  abandonment  are  preferred,  in  general,  to 
projects  in  strong  market  areas  where  abandonment 
is  unlikely  even  if  the  Partnership  does  not 
intervene . 

b .  Integration 

Project-s  that  are  in  neighborhoods  where  there  is 
existing  evidence  of  multi-racial  housing  access  are 
preferred  to  housing  in  other  locations. 

4 .  Physical  Characteristics  of  the  Property 

a .  Occupied  Versus  Vacant  Buildings 

Priority  will  not  be  given  to  either  vacant  or 
occupied  buildings.   However,  proposals  containing 
occupied  buildings  must  adequately  address  the  costs 
and  potential  time  delays  that  may  arise  as  a  result 
of  renovating  property  that  is  occupied. 

b .  Large  Apartments  Versus  Smaller  Apartments 

R( 

he 

apartments  with  three  or  more  bedrooms  will  generally 

be  preferred  to  projects  which  only  have  apartments 

with  two  or  fewer  bedrooms  in  them. 

c .  Individual  Metering  of  Utilities 

In  order  to  encourage  energy  conservation  among 
residents,  projects  with  individual  metering  of 
utilities  are  generally  preferred  to  projects  with 
common  meters.   However,  it  is  recognized  that 
residents'  consumption  of  utilities,  particularly 
heat,  is  not  entirely  within  their  control  because  it 
is  in  part  a  function  of  the  condition  of  a 
building's  heating  system  and  its  energy  efficiency. 
Therefore,  if  utilities  are  individually  metered,  a 
project  should  make  provisions  for  determining  a 
reasonable  standard  of  consumption  and  make  allowance 
for  its  cost  when  determining  tenants'  rents.   In 
addition,  it  is  recognized  that  in  some  cases 
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individual  metering  will  not  be  feasible;  in  these 
cases,  the  preference  is  for  projects  which  provide 
other  appropriate  means  of  limiting  utility  use  such 
as  high  limit  thermostats  or  accustats  in  apartments. 

5 .    Degree  of  Readiness  to  Proceed 

In  order  for  the  demonstration  program  to  move  forward 
expeditiously,  projects  which  are  closer  to  initial  closing  of 
their  construction  loans  and  which  can  move  more  rapidly  to 
completion  of  construction  and  closing  of  their  permanent 
mortgage  loans  are  preferred  to  projects  that  will  require  more 
time  to  reach  closing.   Some  of  the  factors  which  are  indica- 
tive of  a  project's  readiness  to  proceed  to  closing  are: 
completion  of  detailed  cost  write-ups  and  construction  speci- 
fications; completion  of  contractor  selection  and  availability 
of  a  reasonably  firm  price  from  contr-actor;  and  sponsor's 
ownership  of  property  as  opposed  to  earlier  stages  in  gaining 
site  control  such  as  possession  of  an  option. 
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II. 5   OTHER  REQUIREMENTS  AND  INFORMATION  REGARDING  PROJECT  PROPOSALS 

This  section  contains  further  information  about  the  Partner- 
ship's requirements  for  projects  to  be  funded  through  the  demon- 
stration program.   It  also  presents  additional  information  about  the 
anticipated  form  of  project  ownership. 

A.    ANTICIPATED  OWNERSHIP  STRUCTURE 

The  Partnership  intends  to  finance  only  projects  sponsored  by 
not-for-profit,  community-based  organizations  in  its  initial 
demonstration  rehabilitation  program.   Once  projects  are  selected 
for  funding,  the  Partnership  will  provide  sponsors  with  detailed 
information  on  the  specific  legal  form  of  ownership  which  they  will 
need  to  have  in  order  to  qualify  for  the  various  financing 
opportunities  that  are  part  of  the  demonstration  program. 

Two  particular  aspects  of  the  anticipated  ownership  structure 
should  be  noted.   First,  as  described  more  fully  in  Section  2. A. 4., 
"Equity  Syndication,"  it  is  expected  that  equity  funds  will  be 
raised  for  each  proj,ect,  by  syndicating  the  property  through  limited 
partnership  in  which  the  community  organizations  have  the  control- 
ling interest  as  managing  general  partner.   Most  non-profit  organi- 
zations will,  however,  want  to  establish  a  for-profit  subsidiary, 
which  they  can  wholly  control,  to  serve  as  managing  general  partner 
for  their  own  tax  reasons. 

A  cooperative  housing  corporation,  but  not  a  condominium 
corporation,  can  serve  as  the  general  partner  in  a  limited 
partnership,  and,  therefore,  sponsors  which  want  to  establish 
housing  cooperatives  can  participate  in  equity  financing 
arrangements  so  long  as  the  cooperative  corporation  is  legally 
organized  in  a  manner  which  permits  this  type  of  financing. 
Generally,  if  a  housing  cooperative  is  part  of  a  partnership,  its 
residents  will  not  be  entitled  to  claim  on  their  individual  income 
tax  returns  the  so-called  "homeowner's  deductions"  for  payments  made 
on  real  estate  taxes  and  mortgage  interest;  instead,  these  expenses 
are  counted  as  part  of  the  operating  statement  profits  or  losses 
which  are  passed  on  to  the  limited  partners.   If  a  sponsor  proposes 
a  cooperative  corporation  participation,  it  must  indicate  how  this 
corporation  would  be  structured  as  part  of  an  owner  limited 
partnership  to  assure  availability  of  necessary  equity  funds. 

Second,  part  of  the  permanent  mortgage  financing  may  come  from 
revenue  bonds  issued  by  the  Massachusetts  Community  Development 
Finance  Corporation  (CDFC) ,  as  explained  further  in  Section  2.A.1, 
"Construction  and  Permanent  Mortgage  Financing."   CDFC  was  created 
to  loan  funds  to  community  development  corporations,  and  its 
enabling  legislation  explicitly  defines  the  types  of  organizations 
to  which  it  can  offer  loans. 
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Its    requirements    concern    an    organization's    legal    non-profit 
status,    who    is    eligible    for   membership,    how    it    selects    officers,    and 
the    boundaries    and    economic    condition    of    the    area    where   it    operates. 
If    CDFC   does    provide   mortgage    funds    to    Partnership    projects,    the 
sponsoring    groups    will    need    to    qualify    under    CDFC's    requirements. 
To   determine    whether    it   meets   CDFC's    criteria,    an   organization 
submits    to    CDFC    its    by-laws    and    articles    of    incorporation    and    a   map 
showing    its    target    area.      If    its   by-laws    permit    any   other   group   or 
agency   to    select   members    of    its    board    of    directors,    it   may   be    asked 
to    submit    the   other   group's    incorporation    papers   as   well. 

The    following    is    an    outline    of    the    legislative   criteria    for 
groups    eligible    for    loans    from   CDFC.      A  group  must,    as   a    first    step, 
be    a    community   development    corporation    (CDC)  . 

1.         A   CDC  must    be    a    non-profit    corporation    established 

under    Massachusetts    General    Laws,    particularly   Chapter 
180.       The    CDC  must    have    adopted    By-Laws    which    provide 
the    following : 

a.  The    CDC    Is    organized    to    operate    within    a    specified 
geographic    area.      This    area   must   be    coincident 
with    existing    political    districts    containing    no 
more    than   115,000   people.      The    political    districts 
may   be    a   city   or    town,    congressional    district, 
ward    or    precinct,    or    some   other    publicly   recog- 
nized   administrative    area    defined    by  an    outside 
public    body.       The    intent    of    the    legislation    is    to 
avoid    an    arbitrary  definition   of   area    boundaries. 

b.  The    CDC    has    an    official    membership. 

c.  The    CDC ' s   membership    is    open    to    all    area    residents 
18    years    and    older    with    each   member    having    an 
equal    vote.      This    requirement    does    not    prohibit 
nonresidents    from   being   members   of    the   CDC.       It 
merely    requires    that   membership    be    open    to    all 
residents   of    the    CDC   area. 

d.  At    least    a    majority   of    the    CDC's    board    of 
directors    is    elected   by   area    residents. 

e.  Elections    are    held    annually    for    one-third    of    the 
elected    board   members    so    that    elected   members 
serve    for    staggered    terms    of    three    years.      The 
number   of    elected    directors  must   be    a  multiple   of 
three    to    meet    this    requirement.      At    the    initial 
election,    board   members    are   designated    to    serve 
for    one,    two,    or    three-year    terms. 
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f.  Any  board  member  who  is  not  elected  must  be 
appointed  by  an  elected  state  or  local  government 
official  or  by  another  non-profit  organization 
having  as  a  purpose  the  promotion  of  development 
in  the  CDC's  area. 

g.  Elections  are  adequately  publicized  within  the 
area  and  an  ample  opportunity  is  provided  for 
participation  by  the  full  membership. 

2.    A  CDC  area  must  contain  a  "target  area"  in  which  the 
project  will  be  located  which  complies  with  the 
following  guidelines: 

a.  It  must  meet  one  of  these  threshold  conditions: 

—  It  is  a  blighted  open,  decadent  or  substandard 
area  with  an  average  income  below  85%  of  tha.t 
for  the  Boston  metropolitan  area;  or 

—  It  is  an  area  containing  substantial  conditions 
of  blight,  economic  depression  and  widespread 
reliance  on  public  assistance. 

b.  The  CDC's  "target  area"  must  also  be  one  of  the 
following : 

—  The  same  geographic  area  as  the  CDC  area;  or 

—  An  area  contained  within  the  boundaries  of  the 
CDC  area;  (in  these  cases,  CDFC  must  be  assured 
that  the  CDC  fairly  represents  the  interests  of 
target  area  residents) ;  or 

—  A  predominantly  non-residential  area  outside 
the  CDC  area;  (this  applies  to  business 
projects,  not  to  housing). 

If  a  sponsor  does  not  already  meet  CDFC  requirements  or 
qualify  to  serve  as  a  managing  general  partner  in  a  limited 
partnership,  the  Partnership  does  not  expect  it  to  reorganize 
to  meet  these  tests  prior  to  submitting  an  application. 
Rather,  sponsors  whose  proposals  are  selected  for  funding  will 
be  given  more  detailed  information  about  financing  status,  and 
they  will  then  have  an  opportunity  to  make  any  adjustments  in 
their  organizational  structure  which  may  be  needed. 
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B.    FURTHER  INFORMATION  ON  REHABILITATION  STANDARDS 

1 .  Legal  requirements  which  must  be  met 

The  Underwriting  Standards  for  the  demonstration  program 
describe  in  Part  A,  "Standards  for  the  physical  condition  of 
buildings  upon  the  completion  of  renovation."   In  summary, 
projects  must  comply  with  the  following  regulations  by  the  time 
renovation  work  is  finished  or,  in  the  case  of  the  Boston 
Zoning  Code  or  the  Massachusetts  Architectural  Barriers  Board 
Rules,  a  variance  from  the  requirements  must  be  obtained. 

a.  The  Boston  Zoning  Code,  as  amended. 

b.  The  Commonwealth  of  Massachusetts  Department  of  Public 
Health  State  Sanitary  Code,  Article  II 

c.  The  Commonwealth  of  Massachusetts,  State  Building  Code 

d.  The  Commonwealth  of  Massachusetts,  Architectural   Barriers 
Board,  Rules  and  Regulations  for  Buildings,   Facilities, 
Etc.,  for  the  Visually  and  Physically  Handicapped 

e.  The  Commonwealth  of  Massachusetts,  Department  of  Public 
Health,  Lead  Poison  Program,  Regulation  for  Lead  Poisoning 
and  Control 

f.  The  United  State  Department  of  Housing  and  Urban 
Development,  Housing  Quality  Standards  for  the 
Section  8  Existing  Housing  Program 

2 .  Additional  recommended  rehabilitation  standards 

A  number  of  additional  standards  are  recommended,  although 
not  required  in  the  areas  of  energy  conservation  and  security 
in  order  to  reduce  utility  consumption  over  the  life  of  the 
project  and  provide  a  more  secure  living  environment  for 
residents.   These  recommended  standards  are  listed  below. 

a .    Recommended  energy  conservation  improvements 

1)  Insulation  should  be  installed  in  roofs  and  walls  to 
the  extent  physically  possible  and  financially  feasible: 
Insulation  with  a  rating  of  at  least  Rll  in  walls  and  R33 
in  roofs.   In  particular,  walls  should  be  insulated  where 
new  interior  surfaces  are  being  built  inside  old  building 
shells . 

2)  Windows  should  be  double-glazed  or  have  storm  windows,  and 
they  should  be  weatherstr ipped . 

3)  Lighting  in  interior  common  areas  should  be  fluorescent. 

4)  Hot  water  pipes  in  basements  should  be  insulated. 

5)  Kitchen  stoves  should  be  individually  metered  in  each 
apartment  so  tenant  pays  for  their  operating  cost. 
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6)  Heating  systems  should  have  the  following  controls: 

a)  High  speed  burners  on  all  oil-fired  furnaces. 

b)  Stack  dampers  on  all  furnaces  and  hot  water 
heaters . 

c)  Where  heating  distribution  systems  are  entirely 
replaced,  separate  metering  of  heat  for  each 
apartment  is  required  unless  the  cost  would  make 
the  project  infeasible. 

d)  Where  separate  metering  of  the  heating  systems  is 
not  possible,  pre-set  tamper-proof  heat  controls 
with  night  set-back  features  should  be  installed. 
In  apartments  these  controls  should  include 
thermostates  with  high  limits  of  70-75  degrees 
and/or  high  limit  acustats  which  prevent  the  heat 
from  going  beyond  a  fixed  temperature. 

e)  Hot  water  heaters  that  are  separate  from  the 
boilers  should  be  installed  where  gas  service  is 
available  for  these  heaters. 

7)  Electric  service  within  apartments,  including  electric 
stoves,  should  be  separately  metered  for  each  apartment 
and  the  cost  of  electricity  should  be  billed  to  each 
individual  tenant  by  the  utility  company. 

b .    Recommended  security  improvements 

1)  Security  screens  should  be  installed  on  all  windows 
that  are  less  than  six  feet  from  the  ground  or  can  be 
reached  from  a  public  stair  or  public  porch  in 
neighborhoods  where  security  screens  are  typically 
provided  in  recently  renovated  buildings. 

2)  Dead  bolt  locks  should  be  provided  on  all  apartment 
entrance  doors. 

3)  Building  and  apartment  entrance  doors  should  be  solid 
core  wood  or  steel  doors. 

3.    Definition  of  rehabilitation  costs  and  rehab  contingency 

The  rehabilitation  costs  contained  in  a  project  appli- 
cation must  include  all  direct  construction  expenses  plus  the 
costs  of  the  contractor's  overhead,  general  conditions,  and 
profit;  building  permits;  any  construction  bonds  or  letters  of 
credit;  and  construction  manager  if  the  sponsor  anticipates 
having  one.   In  presenting  the  costs  in  the  application,  the 
sponsor  should  indicate  the  type  of  wage  rates  on  which  they 
are  based . 


-79- 


Within  each  project's  budget  for  rehabilitation,  there 
should  be  a  contingency  of  at  least  10%  to  cover  unanticipated 
cost  overruns  and  hidden  damage  which  is  discovered  and  must  be 
corrected  after  rehabilitation  work  begins.   The  Partnership 
intends  to  aggregate  some  contingency  funds  outside  of  in- 
dividual project  budgets,  but  their  availability  will  be  at  the 
discretion  of  the  Partnership.   Sponsors  must  provide  specific 
evidence  of  less  than  normal  exposure  to  construction  risks  to 
justify  a  contingency  in  a  lesser  amount,  such  as  a  bond  and  a 
completion  guarantee  from  a  well  capitalized  general  con- 
tractor . 

4.   •  Remaining  useful  life  standard 

The  underwriting  standards  require  either  that  major 
building  components  have  a  remaining  useful  life  of  twenty 
years,  or  that  provision  be  made  in  the  replacement  reserve  to 
capitalize  the  cost  of  replacing  the  system  in  addition  to  the 
regular  replacement  reserve.   Examples  of  building  components 
to  which  this  requirement  applies  are:  roofs,  boilers,  window 
systems,  structural  elements  such  as  stairs  and  porches,  and 
plumbing  supply  and  waste  piping. 

C.    Further  Information  on  Development  Costs 

The  Partnership  is  budgeting  an  average  of  $4,600  per  apartment 
for  development  expenses  other  than  acquisition  and  rehabilitation 
costs  and  construction  loan  interest.   These  other  development  costs 
are  described  below. 

1.  Architectural,  engineering,  specification  preparation, 
cost  estimating  and  inspection  fees 

These  are  the  fees  which  must  be  paid  to  a  professional 
architect,  rehab  specialist  and/or  engineer  to  inspect 
buildings,  prepare  a  scope  of  work  for  renovation,  provide  cost 
estimates,  and  —  to  the  extent  necessary  —  inspect  a  project 
while  it  is  being  renovated.   These  costs  should  not  typically 
exceed  six  to  eight  percent  of  the  renovation  costs,  although 
the  percentage  may  be  somewhat  higher  in  a  smaller  project  or  a 
project  with  modest  rehab  costs. 

2.  Legal  fees,  including  title  and  recording  expenses 

These  are  the  costs  of  such  necessary  legal  work  as 
creating  the  appropriate  legal  corporate  form  for  the  project 
sponsor,  preparing  options  and  purchase-and-sale  agreements, 
representing  the  sponsor  in  mortgage  closings  and  contract 
negotiations,  researching  the  title  to  properties  and  acquiring 
title  insurance.   It  will  be  necessary  to  obtain  title 
insurance  for  all  buildings. 
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3.  Development  and  planning  expenses 

These  are  the  costs  of  overall  development  planning , 
packaging  and  management.   They  include  both  the  costs  incurred 
by  a  sponsor's  own  staff  and  the  costs  of  outside  technical 
consultants.   As  noted  in  Section  II.l.B.,  the  Partnership  is 
paying  the  costs  of  having  Greater  Boston  Community  Development 
provide  technical  development  assistance  to  sponsors  in 
assembling  proposals,  before  they  are  selected  for  funding. 
Once  projects  are  selected  for  funding,  further  development 
technical  help  must  be  paid  out  of  the  individual  projects' 
budgets.   Sponsors  can  use  either  their  own  staff,  outside 
consultants  or  a  combination  of  the  two  to  carry  out 
development  work.   Whatever  combination  is  selected,  the 
sponsor  must  describe  in  its  application  the  skills  and 
experience  of  the  proposed  development  coordinator.   The 
Partnership  will  look  for  sufficient  skills  and  experience  to 
carry  a  project  successfully  through  a  complex  development 
process.   If  a  sponsor's  own  staff  have  not  previously  had 
experience  completing  housing  development  programs,  the 
Partnership  will  expect  it  to  use  professional  development 
assistance  to  ensure  that  all  steps  of  the  development  process 
are  carefully  coordinated  unless  the  sponsor  can  adequately 
demonstrate  that  it  has  acquired  an  in-house  experienced 
development  capability.   The  burden  of  proof  will  rest  with  the 
sponsor . 

The  budget  for  these  expenses  can  include  costs  incurred 
by  a  sponsor  in  preparing  a  proposal  for  submission  to  the 
Partnership. 

4 .  Financing  fees 

These  are  fees  paid  to  mortgage  lenders  to  cover  their 
costs  of  processing  mortgage  loan  applications.   One  and 
one-half  percent  of  the  anticipated  project  development  costs 
should  be  budgeted  for  financing  fees. 

5.  Construction  period  real  estate  taxes  and  insurance 

The  Partnership  intends  to  work  with  the  City  of  Boston  to 
establish  fair  and  modest  levels  of  taxes  during  construction. 
If  a  sponsor  is  proposing  to  renovate  unoccupied  units,  it 
could  reasonably  budget  construction  period  real  estate  taxes 
at  the  lesser  of  $100  per  unit  or  the  amount  of  taxes  that  will 
be  owed  for  the  construction  period  based  upon  the  current 
appraised  value  of  a  building.   Construction  period  real  estate 
taxes  for  occupied  units  should  be  budgeted  at  the  amount  owed 
for  this  time  period  at  the  current  appraised  value  of  a 
building;  if  there  is  sufficient  rental  income  from  these 
apartments,  part  or  all  of  the  taxes  during  construction  may  be 
paid  out  of  the  rents. 
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The  Partnership  will  be  working  with  insurance  agents  to 
try  to  arrange  blanket  insurance  coverage  at  the  best  possible 
price  for  housing  in  the  demonstration  program.   A  sponsor  can 
budget  $100  per  unit  as  the  cost  of  insurance  during  the 
construction  period  on  the  presumption  that  the  Partnership  can 
arrange  coverage  at  this  price  or  it  can  budget  a  different 
amount  if  it  can  independently  arrange  coverage. 

6 .  Marketing  and  tenant  selection 

These  are  funds  to  cover  the  costs  of  marketing  and 
selecting  residents  for  vacant  apartments.   As  a  guideline,  the 
Partnership  suggests  that  $250  per  vacant  unit  be  budgeted, 
unless  based  upon  experience  in  other  housing  projects  or 
detailed  planning  for  these  activities,  a  sponsor  can  present 
and  justify  a  different  amount. 

7 .  Relocation 

If  it  will  be  necessary  to  relocate  any  current  tenants  in 
order  to  carry  out  a  proposed  renovation  and  redevelopment 
program,  any  costs  that  the  Sponsor  will  incur  in  relocating 
them  must  be  included.   (Please  refer  to  Section  5.E  of  the 
handbook  for  information  on  necessary  relocation  services  and 
payments . ) 

8.  Cost  certification  and  accounting 

It  is  anticipated  that  at  the  completion  of  construction, 
project-owners  will  have  to  prepare  a  certification  for  the 
mortgage  financing  agencies  of  the  costs  covered  by  mortgage 
funds  and  financial  statements  for  the  owner  during  the 
construction  period.   These  accounting  costs  may  generally  run 
$4,000  for  a  typical  50-70  unit  project;  although  they  may  be 
somewhat  lower  for  smaller  projects,  they  are  unlikely  to  run 
less  than  $3,000  unless  a  sponsor  can  make  firm  cost 
arrangements  in  advance  with  an  accountant. 

9 .  Other  costs 

This  category  includes  other  project  specific  development 
costs  such  as  costs  of  management  planning,  surveys,  testing  of 
materials  during  renovation,  and/or  any  operating  deficit 
anticipated  on  occupied  units  during  the  construction  period 
unless  other  sources  of  funds  can  be  identified  to  cover  the 
deficit . 

10.  Contingency 

This  includes  any  unforeseen  costs  of  developing  a 
project,  other  than  unanticipated  rehabilitation  costs  which 
should  be  covered  by  the  construction  contingency.   At  least 
$200  per  unit  should  be  budgeted  as  contingency. 
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D.    FURTHER  INFORMATION  ON  PROJECT  MANAGEMENT  AND  OPERATING  BUDGETS 

The  Partnership's  goal  in  the  demonstration  program  is  to 
create  decent,  affordable  housing  for  households  with  limited 
incomes.   The  Partnership  wants  to  insure,  insofar  as  possible,  that 
this  housing  is  not  only  successfully  developed  but  endures  for 
years  to  come.   Therefore,  it  is  vitally  concerned  that  the  housing 
have  sound  operating  budgets  and  strong  management.   The  strength  of 
proposed  projects'  management  and  operating  capacity  will  be  given 
highest  priority  in  the  Partnership's  decisions  about  which  projects 
to  fund. 

1.   Management  Capacity 

The  Partnership  will  look  for  evidence  that  the  proposed 
management  agent  and  staff  have  solid  previous  experience  in 
operating  housing,  as  described  in  the  Underwriting  Standards. 
In  the  application,  it  asks  for  a  complete  explanation  of 
management's  background.   The  Partnership  expects  that  pro- 
fessional management  agents  will  be  employed  to  provide  housing 
management  services  in  all  projects  unless  sponsors  have 
previously  established  their  own  management  capacity  and 
already  have  experience  operating  housing. 

Whether  an  outside  agent  or  a  sponsor's  own  management 
company  will  be  operating  the  housing,  the  Partnership  will 
look  for  evidence  that  the  staff  designated  to  work  on  the 
project  have  skills  in  finance,  maintenance,  recordkeeping,  and 
tenant  relations  to  insure  that  the  housing  will  meet  its 
financial  obligations,  that  rent  collection  will  be  carefully 
monitored  and  made  a  priority  and  that  both  routine  and 
preventive  maintenance  will  be  well  handled. 

The  Partnership  has  been  asked  whether  a  community  sponsor 
which  has  not  previously  done  housing  management  can  propose 
creating  its  own  company  to  run  Partnership-financed  housing. 
The  Partnership  will  accept  such  a  proposal  only  if  the  sponsor 
can,  first,  identify  the  specific  staff  persons  who  will  be 
responsible  for  this  venture  and  show  that  they  have  experience 
in  housing  management,  and  second,  has  a  commitment  from  an 
established,  experienced  management  company  to  assist  it  in 
creating  effective  systems  for  maintenance,  finances,  and 
bookkeeping.   The  burden  will  be  on  the  sponsor  to  demonstrate 
the  effectiveness  of  the  proposed  arrangement. 

2.   Operating  Budget 

The  operating  budget  must  be  adequate  to  cover  all  the 
expenses  of  running  the  housing,  including  the  costs  described 
in  Section  4.C.  of  the  Underwriting  Standards.   The  total 
amountof  operating  funds  that  can  be  used  in  budgeting  for  a 
specific  project  can  be  determined  by  looking  up  the  standard 
operating  costs  in  Table  II-2  of  Section  2.,  "Financing  of  the 
Demonstration  Program"  for  apartments  of  each  size  contained  in 
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the  project,  and  multiplying  the  standards  by  the  number  of 
apartments  of  each  size  in  the  project;  the  sum  of  these 
amounts  should  be  used  as  the  basis  for  the  operating  budget. 
Section  2.B.4.,  "Variations  from  the  Financial  Standards" 
describes  the  limited  circumstances  under  which  a  project  might 
be  able  to  increase  its  operating  budget. 

Following  is  a  description  of  the  kinds  of  expenses  which 
should  be  included  in  the  operating  budget. 

a .  Administrative  Expenses 

These    include    the    costs   of   providing   management    staff 
for   a    project;    any   required    ongoing   marketing    beyond    the 
initial    rent-up   and    tenant    selection    at    the   conclusion   of    the 
rehabilitation    program   which    should    be    included    in    the    total 
project    development    budget;    anticipated    legal    expenses    for 
tenant    evictions    or    other    legal    problems;    the    costs    of    routine 
bookkeeping    and    an    annual    audit    of    the    project's    books;    and 
office    supplies    and    expenses. 

b .  Insurance 

This  is  the  cost  of  liability  and  property  insurance. 
Property  insurance  should  be  provided  for  at  least  the  total 
costs  of  developing  the  property.   Minimum  limits  for  liability 
insurance  are  $500, 000/$l , 000, 000  for  bodily  injury  and 
$250,000  for  property  damage. 

c  .   Management  Fee 

This  is  the  fee  charged  by  the  management  agent  for  its 

overhead  and  supervisory  services.   It  should  cover  the  costs 

of  senior  management  staff  who  oversee  the  personnel  working 
day-to-day  in  the  project. 

d .  Maintenance 

Maintenance  includes  all  the  costs  of  keeping  the 
project  in  good  repair,  except  for  major  capital  expenditures 
such  as  a  new  roof  which  can  be  funded  out  of  the  replacement 
reserve.   Janitorial  staff,  skilled  maintenance  personnel,  and 
specialized  contractors  should  all  be  budgeted  in  this  cate- 
gory.  Also  included  here  are  extermination,  trash  and  snow 
removal,  and  the  costs  of  preparing  vacant  apartments  for 
re-rental . 

e .  Utilities 

This  section  should  include  all  utilities  that  will  be 
included  in  tenants'  rent  payments.   The  Partnership's  standard 
operating  cost  figures  assume  that  heat  and  hot  water,  but  not 
electricity  within  individual  apartments,  will  be  included  in 
the  operating  budget.   With  regard  to  heat  costs,  the  sponsor 
should  work  with  its  management  agent  and  rehabilitation 
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advisors  to  prepare  the  best  possible  estimate  of  heating 
costs.   As  a  guideline,  it  is  likely  that  typical  apartments 
with  two  or  three  bedrooms  may  cost  between  $700  and  $850  per 
year  to  heat  in  a  multi-family  building  that  has  been  upgraded 
to  contain  an  efficient  heating  system  and  at  least  some  energy 
conservation  improvements  such  as  storm  windows  and/or 
insulation . 

f  .   Real  Estate  Taxes 

Real  estate  taxes  should  be  budgeted  based  upon  the 
current  appraised  value  of  the  buildings  in  a  project  unless 
the  sponsor  believes  this  value  varies  significantly  from  the 
appraised  value  of  comparable  property  in  the  neighborhood.   If 
the  latter  is  true,  the  sponsor  should  talk  to  Partnership 
staff  or  the  Partnership's  development  consultant.  Greater 
Boston  Community  Development,  about  seeking  an  adjustment  in 
the  appraisal  value. 

g .   Replacement  Reserve 

This  is  a  reserve  fund  for  future  capital  repairs.   At 
least  $20  per  unit  per  month  must  be  budgeted  for  this  amount. 

h.   Allowance  for  Vacancy 

This  is  an  allowance  for  rent  lost  due  to  vacancies. 
It  should  be  computed  as  the  following  amounts  for  a  project 
with  "standard"  rent  levels,  with  increases  or  decreases  of  3% 
for  all  variations  from  those  levels. 

Efficiency  apartment  $12  per  unit  per  month 

One  bedroom  $13  per  unit  per  month 

Two  bedroom  $16  per  unit  per  month 

Three  bedroom  $18  per  unit  per  month 

Four  bedroom  $20  per  unit  per  month 

As  part  of  the  application,  the  proposed  management  agent  is 
asked  to  sign  a  statement  that  it  has  reviewed  the  proposed 
operating  budget  and,  in  its  professional  judgment,  believes 
that  it  is  adequate  to  operate  the  housing. 
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E.  RELOCATION  REQUIREMENTS  AND  COSTS 

If  there  are  existing  occupants  in  buildings  included  in  a 
renovation  project,  the  sponsor  will  need  to  decide  whether  the 
rehabilitation  program  can  be  carried  out  while  they  are  living 
there  or  whether  residents  will  need  to  be  relocated  either  within 
the  building  or  off-site.   As  part  of  the  application,  the 
Partnership  requires  that  the  sponsor  identify  any  relocation  needs 
and  prepare  a  plan  for  carrying  them  out.   Although  the  Partnerhip's 
demonstration  program  is  not  subject  to  the  requirements  of  the 
federal  Uniform  Relocation  Act  unless  buildings  are  acquired  by  a 
public  agency  for  the  purpose  of  this  program,  the  Partnership  does 
expect  project  sponsors  to  identify  how  any  required  moving  costs 
will  be  covered  if  they  must  require  households  to  relocate  in  order' 
to  carry  out  renovations  funded  by  the  demonstration  program.   Such 
costs  may  be  included  as  part  of  a  project's  total  development 
budget . 

F.  RENT  CONTROL  AND  RENT  ADJUSTMENTS 

Part  of  the  housing  stock  in  Boston  is  now  subject  to  having 
its  rent  levels  set  and  any  increases  controlled  by  the  Boston 
Rent  Equity  Board,  formerly  the  Boston  Rent  Control  Board.   Any 
apartment  which  is  currently  exempt  from  its  jurisdiction  will 
continue  to  be  so  if  it  is  acquired  and  renovated  through  the 
Partnership's  demonstration  program.   In  addition,  apartments 
currently  subject  to  its  regulation  will  be  exempt  from  it 
provided  that  they  meet  one  or  more  of  the  following  conditions 
as  a  result  of  their  participation  in  the  demonstration  program: 

(1)  $10,000  or  more  is  spent  repairing  or  renovating 
the  apartment. 

(2)  A  rental  assistance  subsidy  such  as  a  Section  8  or 
Massachusetts  Section  707  rental  subsidy  is 
connected  to  an  apartment. 

Since  it  is  likely  that  all  Partnership  funded  apart- 
ments will  qualify  under  one  or  both  of  these  exemption 
criteria,  sponsors  should  include  in  their  development  and 
legal  budgets  the  cost  of  obtaining  exemptions  for  any 
apartments  now  subject  to  the  jurisdiction  of  the  Rent 
Equity  Board,  but  they  can  also  assume  in  their  planning 
that  the  final  level  of  rents  will  be  established  by  the 
financing  requirements  of  the  Partnership's  demonstration 
program  and  not  by  the  calculations  of  the  Rent  Equity 
Board.   However,  if  a  sponsor  proposes  some  units  for  rehab 
at  an  amount  less  than  $10,000  each,  the  sponsor  must  check 
to  determine  whether  those  units  are  under  rent  control  and 
make  an  estimate,  based  on  the  formula  used  by  the  Rent 
Equity  Board,  what  the  new  rents  would  be.   The  income  and 
expense  projection  should  reflect  this  constraint. 
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Sponsors  should,  in  addition,  expect  that  the  rents 
charged  in  buildings  renovated  through  the  demonstration 
program  will  be  subject  to  initial  limits  established  by  the 
Partnership  as  part  of  its  final  arrangements  for  mortgage 
financing  and  that  future  rent  increases  will  be  subject  to 
the  requirements  of  a  regulatory  agreement  with  the  mortgage 
financing  agencies.   Limits  will  be  set  in  order  to  enable 
the  project  to  comply  with  the  income  limits  of  the  program, 
set  forth  at  Section  B.5.  herein. 
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II. 6   APPLICATION  PROCESSING,  FUNDING  AND  TIMETABLE 

This  section  explains  the  procedures  and  process  for  reviewing 
applications  for  funding  through  the  Partnership's  demonstration 
program  and  the  timing  of  the  availability  of  funds  for  projects. 

A.    REVIEW  OF  PROJECTS  BY  THE  PARTNERSHIP  AND  FINANCING  SOURCES 

October  31,  1983  is  the  date  by  which  applications  are  due  for 
funding  through  the  Partnership's  initial  demonstration  rehabili- 
tation program.   The  Partnership  expects  that  applications  will  be 
reviewed  and  projects  selected  no  later  than  December  22,  1983. 
Should  proposals  be  received  prior  to  October  31,  1983,  the 
Partnership  will  endeavor  to  review  them  and  notify  the  applicants 
as  soon  as  possible  whether  they  are  selected. 

Prior  to  the  time  that  projects  are  selected,  the  Partnership 
will  seek  to  obtain  commitments  to  it  of  the  five  major  pieces  of 
financing  needed  for  the  demonstration  program: 

1.  Grant  funds  from  foundations  and  the  City  of  Boston. 

2.  Mortgage  financing  for  both  construction  and  permanent 
loans . 

3.  Preliminary  reservations  of  subsidies,  be  they  rental 
assistance  or  mortgage  interest  subsidies. 

4.  Preliminary  placement  commitments  for  equity  financing, 
that  is,  for  syndication  of  Partnership-funded  rehabi- 
litation projects. 

5.  Preliminary  commitments  of  interim  loans  that  may  be 
needed  early  in  projects'  development  in  anticipation  of 
the  future  receipt  of  syndication  proceeds. 

The  Partnership  will  work  to  fit  these  financing  commitments 
together  in  a  manner  that  can  be  utilized  by  all  Partnership-funded 
projects  and,  where  necessary,  can  be  tailored  to  fit  each  project 
individually. 

Once  projects  are  selected  by  the  Partnership,  they  will  also 
need  to  be  reviewed  and  accepted  by  four  of  the  funding  sources: 

1.  Mortgage  financing  participants:  lenders  and  underwriters, 

2.  Agencies  which  allocate  public  subsidies. 

3.  Equity  placement  agent. 

4.  Lenders  of  interim  loans. 


The  Partnership  will  work  with  each  of  these  sources  to 
establish  procedures  and  standards  for  their  reviews  so  that  they 
are  streamlined  and  coordinated.   A  fundamental  objective  of  the 
Partnership  is  to  expedite  the  processing  of  applications  by 
community  housing  sponsors.   To  achieve  this  goal,  the  Partnership 
has  already  shared  with  potential  mortgage  lenders  the  underwriting 
standards  contained  in  this  Request  for  Proposals  and  has  reviewed 
the  program  with  subsidy  agencies.   Nonetheless,  the  financing 
agencies  and  institutions  will  reserve  the  right  to  review  and 
accept  projects  individually  because  they  will  be  investing 
substantial  funds  in  them  and  will  bear  some  risk  of  any  loss  in  the 
event  a  project  is  not  financially  sound. 

B.    COVERAGE  OF  SEED  MONEY  COSTS  INCURRED  BY  SPONSORS 

Once  projects  are  selected  by  the  Partnership,  the  Partnership 
will  be  able  to  begin  funding  front-end  development  costs  which 
sponsors  incur,  including  expenses  which  have  arisen  in  preparing  an 
application  such  as  the  costs  of  site  options,  cost  estimates,  and 
time  spent  by  sponsor's  own  staff  in  assembling  a  viable  project. 
Other  costs  which  may  be  incurred  while  projects  are  being  planned, 
before  they  reach  initial  closing  of  their  construction  loans, 
include  building  acquisition,  architectural,  engineering  and  cost 
estimating  services,  management  planning;  legal  work  to  organize  the 
sponsor,  obtain  zoning  variances,  and  negotiate  contracts  with 
architects  and  builders;  and  development  planning,  coordination  and 
financial  feasibility  assessment.   These  front-end  costs  will  have 
to  be  included  in  the  total  development  budget  for  each  project 
because  they  will  be  funded  out  of  the  grant  funds  allocated  to  each 
project. 

At  the  time  projects  are  selected,  the  Partnership  will  provide 
selected  sponsors  with  invoices  and  budget  forms  to  be  used  in 
requisitioning  funds  prior  to  construction  mortgage  loan  closing. 
As  noted  above,  sponsors  can  thereafter  requisition  for  their  own 
staff  costs  for  time  spent  on  Partnership  projects,  so  long  as  such 
costs  are  within  the  amounts  allocated  in  their  overall  project 
budgets  for  development  work. 

The  Partnership  has  obtained  a  very  limited  amount  of  seed 
money  to  fund  sponsors  even  before  their  projects  are  selected,  and 
it  will  be  looking  for  additional  funds  for  this  purpose.   However, 
such  funding  is  difficult  to  identify  because  it  is  more  at  risk 
since  it  may  be  spent  on  proposals  which  are  not  funded.   The 
Partnership  is  prepared  to  begin  allocating  modest  amounts  of  these 
funds  to  sponsors  which  have  incurred  unanticipated,  out-of-pocket, 
third-party  costs  while  assembling  projects  and  which  cannot  cover 
these  costs  out  of  their  routine  budgets. 
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C.    REQUIREMENTS  FOR  INITIAL  CLOSING 

Initial  closing  occurs  when  a  construction  lender  and  project 
owner  formally  sign  a  mortgage  and  mortgage  note  so  that  the  owner 
can  begin  to  borrow  funds  from  the  lender.   Typically,  a  mortgage 
commitment  is  obtained  well  in  advance  of  the  initial  closing,  but 
an  owner  has  to  satisfy  a  number  of  requirements  before  the  lender 
will  begin  to  advance  funds.   In  the  demonstration  program,  the 
Partnership  anticipates  that  projects  will  have  to  satisfy  a  number 
of  requirements  after  they  are  selected  by  it  for  assistance  but 
before  they  can  reach  initial  closing.   Many  of  these  requirements 
are  further  evidence  that  the  project  is  ready  to  proceed  and  can  be 
successfully  renovated  and  operated. 

The  following  is  a  preliminary  outline  of  the  requirements  for 
initial  closing.   Sponsors  should  note  that  this  list  is  subject  to 
revision  when  financing  commitments  are  tied  down  because  each 
lending  agency  may  have  specific  requirements  of  its  own. 

1.  For  each  building:   a  deed,  plot  plan  survey,  title 
opinion,  title  insurance  certificate,  zoning  opinion  and 
variance,  if  needed. 

2.  A  signed  contract  for  rehabilitation  design  and 
construction  inspection  or  construction  management 
services. 

3.  A  signed  contract  for  rehabilitation  work  with  a  cost 
breakdown,  plus  an  updated  schedule  of  anticipated  draws 
from  the  construction  loan  and  a  detailed  construction 
period  schedule  of  work. 

4.  Plans  and  specifications  for  the  renovation  work  that  have 
been  accepted  by  the  contractor. 

5.  Building  permits. 

6.  Evidence  that  the  construction  work  can  be  satisfactorily 
completed  in  the  event  the  contractor  does  not  complete  the 
job;  for  example,  a  performance  and  payment  bond,  a  letter 

.  of  credit  for  5  -  10%  of  the  value  of  construction  work,  a 
construction  management  agreement,  etc. 

7.  For  vacant  buildings:   signed  letters  from  utility 
companies  committing  them  to  providing  utility  service. 

8.  Final  construction  and  development  budgets. 

9.  Final  operating  budget  and  schedule  of  rents. 

10.  A  signed  contract  for  housing  management  services. 

11.  A  first  requisition  for  funds  under  the  construction  loan. 

12.  A  relocation  plan,  if  needed. 

13.  Evidence  that  property  and  liability  insurance  is  in  place 
on  the  buildings. 
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D.    TIMETABLE  FOR  PROJECT  DEVELOPMENT 

The  Partnership  expects  that  projects  selected  for  funding  in 
December,  1983  will  begin  construction  between  February,  1984  and 
July,  1984  and  that  the  typical  construction  period  for  an  average 
project  of  50-70  units  will  run  six  to  ten  months,  plus  an  addi- 
tional two  months  past  construction  to  cost  certify  development 
expenses  and  reach  final  closing.   Before  projects  reach  initial 
closing,  they  will  need  to  comply  with  the  various  requirements 
outlined  in  the  preceding  section.   A  hypothetical  development 
schedule  for  a  project  which  begins  construction  in  June,  1984  is 
shown  on  the  following  page  to  illustrate  the  types  of  tasks  which 
sponsors  must  complete  before  initial  closing.   The  Partnership 
expects  that  some  projects  will  be  able  to  complete  this  work  in 
less  time,  while  large  and  complex  projects  may  need  up  to  seven 
months  to  do  the  work  scheduled  here  over  a  five  month  period. 

It  is  expected  that  construction  financing  will  be  arranged  on 
a  phased  basis;  that  is,  that  only  a  portion  of  the  total  units  in 
the  program  will  be  under  construction  at  one  time.   Preliminary 
work  would  indicate  that  perhaps  only  approximately  one-half  of  the 
units  might  be  put  under  construction  initially,  with  additional 
starts  awaiting  enough  progress  on  units  under  construction  to 
assure  that  funds  earmarked  for  construction  are  sufficient.   It  is 
hoped  that  this  would  not  result  in  any  delay  to  any  project,  but 
delay  would  be  possible  if  a  larger  number  of  units  were  ready  to 
begin  at  one  time  or  if  early  rehabilitation  experience  proved  more 
costly. 

It  is,  in  addition,  possible  that  —  if  the  Partnership  is 
unable  to  get  the  full  level  of  financing  or  subsidy  it  is  seeking 
—  the  program  may  need  to  proceed  in  phases,  with  only  some 
projects  using  the  reso'urces  which  are  available  proceeding  and  with 
others  awaiting  further  resource  commitments. 

Each   sponsor  should  submit  a  projected  timetable  for  its  ■ 
project. 
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Task 


Dec . 

Jan . 

Feb. 

Mar. 

Apr  . 

May 

June 

1983 

1984 

1984 

1984 

1984 

1984 

1984 

1 .  Notice  of  project 

selection 

2.  Preparation  for 

rehabilitation 

a.  Detailed    work 

write-up 

b.  Detailed  cost 

estimate  by 
contractor 

c.  Negotiate  con- 

struction 
contract 

d.  Sign  contract 

e.  Obtain  building 

permits 

f.  Start  work 


3.  Preparation  for  management 

a.  Prepare  final 

operating  budget 

b.  Negotiate  management 

contract 

c.  Sign  contract 

d.  Prepare  resident  lease 

4 .  Legal  work 

a.  Refine    sponsor's 

legal    structure 

b.  Research  title 

c.  File  for  any  needed 

zoning  variance 

d.  Obtain  lien  clearance 

e.  Prepare    legal 

opinions 
(zoning,  title, 
etc.) 

5 .  Prepare  site  survey 

6 .  Lender  reviews  and 

commitments 


a.  Preliminary 

b.  Final 

7 .    Mortgage   documents 

a.  Review 

b.  Execution 
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